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PREFACE. 



This esstfy has grown out of an investigation into the 
history of the budget system of the United States. In the 
course of this, it became evident that such a work could 
not begin with the year 1789; but that any study of ori- 
gins must inquire into the history of the Confederation, 
and even into the experience of the colonial period. The 
evolution of a budget system by the Continental Congress 
could not be adequately treated without entering into a 
somewhat extended examination of all sides of the finan- 
cial arrangements of that time. Such considerations have 
determined the form of • the present essay, which is in- 
tended to serve as the basis for a detailed treatment of the 
national budget from the establishment of the present 
government. 

The author is under obligations to a number of persons 
for kindnesses extended to him in the preparation of this 
essay. First he would mention Prof. Richard T. Ely, by 
whose encouragement, advice, and criticism he has profited 
at all stages of the work. Prof. Frederick J. Turner and 
Prof. William A. Scott have kindly read all of the manu- 
script, and offered many important suggestions. Prof. 
Charles H. Haskins and Prof. -Victor Coffin have been fre- 
quently consulted, and from them valuable aid and criti- 
cism have been received. Most of the materials necessary 
for these investigations have been found in the library of 
the State Historical Society of Wisconsin. The officials of 
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IV PREFACE. 

the library have extended many privileges and courtesies 
without which it would have been impossible to complete 
this essay within the limits of a year well filled with other 
duties. Finally, to the material assistance of friends who 
may not be mentioned, a debt of the deepest gratitude is 
due. 
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THE FINANCES OP THE UNITED STATES PROM 
1775 to 1789, WITH ESPECIAL REPERENCE 

TO THE BUDGET. 

BY CHARLES J. BULLOCK, A. B. 

Fellow in Bionomics, ^ 

Introduction. 

bibliography. 

Bancroft, History of the United States, IV. 190-192; V. 199- 
208; Cooley, Pri?iciples of Coiutitutional Lmn^ 9 et seq. ; Cohn, 
System der Finanztcissenschaft, sec. 131 ; Fiske, Critical Period 
of American History, 90-105; Hock, Die Finanzen und die Fi- 
nanzgeschichte der Vereinigten Staaten von Amerika, 2-5 ; Jellinek, 
Die Lehre V07i den Staatenverbindungen, 18-1-187; Landon, Con- 
stitutional History of the United States, 40-82 ; McMaster, History 
of the People of the United States, I. 130-140; Poore, Federal 
and State Constitutions of the United States, Part I. Roscher, 
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System der Finanzwisseyischaft, section 163; Schouler, History 
of the United States, I. 12-23; Small, The Beginnings of Amer- 
ican Natio7iality; Wagner, Finunzwissenschaft, I. sec. 39. 

From the first yeai's of the Revolution to the present time 
the finances of the United States have had a continuous de- 
velopment. In; financial, as in political and constitutional his- 
tory, the year 1789 mai'fcs no sharp breaJi with the institutions 
of the earlier i)eriod; and much of the financial legislation of 
the First Congress has a close connection with the practice 
of the old Confederation, a fact which is of especial impor- 
tance in the case of our budget system. 

We must, therefore, go back to the year 1775, and. to Hie 
Continental Congress, which met at Philadelphia on the tentli 

(117) 
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of May, ap*(4 5P**ocGede(l to take into its hands the conduct of the 
. .'fetvu^le against Great Britain. Durinj^ the next fourteen 
. '•\^drs a general Congi*ess was the only organ of common action 
that existed in America; and it is to the character and influ- 
ence of this body that we must look for the key to the study 
of the finances during this i)eriod. 

It is sufficient for our purpose to note that the Congress of 
1775 was essentially a revolutionary assembly, unlimited by 
legal restraints, but yet strictly dependent ui)on the support 
which it should receive from the people of the colonies. In- 
stead of setting to work to form a centralized national govern- 
ment, as it might conceivably have attempted to do, the Con- 
gress pix)ceeded to make recommendations to the vaiious 
colonial assemblies, looking to them for the exercise of execu- 
tive powers. The results were, that thirteen State govern- 
ments were established, that the States soon asserted their 
own claims of sovereignty, and that tlie authority of Congress 
declined in a corresi)ondiug degree. Thus arose tliat fatal 
weakness of the general government which is the central fact 
in the financial, as in the i)olitical, history of these fourteen 
years. 

From 1775 to 1781 the Continental Congress, witli an au- 
thority based solely on the tacit acquiescence of the States, 
exercised such powers as they would allow it to possess. In 
this latter year Articles of Confederation were at last accepted 
by all of the States, and the i)()sition of the general govern- 
ment was formally recognized and defined. The exercise of 
all powers granted to the government was placed in the hands 
of a Congress, which, however, in matters of finance was made 
no more powerful than its i)redec(*ssor. A brief mention of 
a few of tlie provisions of the Articles of Confederation will 
make apparent the weakness of the Congress in these most 
important matters.^ Article Vin. provided that, "All charges 
of war, and all other expenses tliat shall be incurred for the 
common defence, or general welfare, and allowed by the 



iSee Poore'8 Federal and State Con rtitutlons. Part X. 
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United States, in Congress assembled, shall be defrayed out 
of a common treasury, wliich. shall be supplied by the several 
States, in proportion to the value of all land within each State 
granted to, or surveyed for, any person, as such -land and the 
buildings and improvements thereon shall be estimated, ac- 
cording to such mode as the United States, in Congress as- 
sembled, shall, from time to time, direct and appoint. The 
tdxes for paying that proportion shall he Imd and levied by the 
authority and direction of tlie legislatures of the several States^ 
within the time agreed uix)n by the United States, in Congress 
assembled." 

In Article IX., Congress was empowered, "to ascertain the 
necessary sums of money to be raised for the service of the 
United States, and to appropriate and apply the same for de- 
fraying the public expenses y to borrow money or emit bills 
on the credit of the United States. ..." Finally, Article XH. 
declared that, "All bills of credit emitted, moneys borrowed, 
and debts contracted by, or under the authority of Congress, 
before the assembling of the United States, in pursuance of 
the present Confederation, shall be deemed and considered 
as a charge against the United States, for payment and satis- 
faction whereof the said United States and the public faith 
are hereby solemnly pledged." 

Now Congress had, from the first years of the war, issued 
bills of credit and borrowed money; so that in these direc- 
tions the Articles of Confederation gave it no new authority. 
But the all important ix>wer to levy taxes directly was left 
in the hands of the States. Congress could apportion among 
them the amounts necessary to be raised, but could not take 
the first step toward collecting the requisitions. Thus the 
general government i)osse8sed no real power of taxation; and 
was unable to place the finances of the Confederation upon a 
permanently sound basis, a work which was not accomplished 
until the present Constitution went into effect. From this 
weakness of Congress came a multitude of financial disorders, 
which, more than once during the Revolution almost proved 
fatal to the success of the American cause, and which in the 
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years of peace served to tlirow upon the financial manage- 
ment of the old ji^ovemment a partially unmerited discredit. 

But the fundamental weakness of the finances of the United 
States during this period was one that has been common to 
all such confederations. These associations have as their dis- 
tinctive feature, and as their only organ of common action, 
a congress in which all the members of the union have an 
equal voice. But the central government can have no power of 
coercing either individuaJs, or the vanous states of the con- 
federation; and can have, therefore, no substantial powers in 
matters of finance.^ Thus all hoiKj of financial unity and 
strength depends upon the willingness of the various mem- 
bers to contribute for the expenses of the union. But such a 
disposition seldom exists. Ordinarily, to use the words of 
Koscher,- **nie jealousy existing between the sovereign mem- 
bers of the confederation, especially if they are of unequal 
strength, forbids not only all broadening of the purposes of 
the union except by unanimous consent, but also makes all 
permanent and considerable sacrifice. . . intolerable." 
This was certainly the case with the early American Union. 

We have, then, as the subject of our study the finances of 
thirteen colonies that are passing thi^ough a stage of develop- 
ment intermediate between an ear'lier state of relative isola- 
tion and a later condition of completed federal union. The 
factors with which we have to deal are the weakness of the 
general government and the jealous, independent spirit of the 
individual units. From these there resulted in finance, as in 
everything else, limited concessions to tlie central authority 
and a "jealous reckoning of advantages and siicrifices" among 
the several members of the Confederation.^ Since the adop- 
tion of our present Constitution the worst features of this cal- 
culating spirit have in some measure passed away; but traces 

I See Jellluck, Die I^lire von den Staatenverbindun^n, lrtl-lS7; also Wa^er, Fln- 
anzwiKseDBchaft, I. section 3.). 
'System der F!naD7.\;v'is!H*nschart, section I'W. 
3 See Cobn, SyHtein der Flnanz^-isMnscbaft, wctlon 18]. . ■ 
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« 

of it linger even yet in the political life of tlie present day, as 
marks of a still imperfectly realized national unity. 

Thus the old Confederation merely rejyeated the experience 
of similar unions. While the following chapters aim to pre- 
sent a roimded view of the finances of the United States dur- 
ing the years previous to 1789, they may also serve to illus- 
trate the general features of the financial character of con- 
federations. 
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PAET I. 

REVENUES AND EXPENDITURES. 



CH^VPTER I. 

REVENUES OF THE GOVERNMENT. 

(^4) Continental Paper Money, 

BIBLIOORAniY. 

American Almanac^ 1830, 1S2, 183; American State PaperSj 
Fina)iC€j I. and V. ; Bolles, Financial lliatory of the United States , 
I. ; Breck, Historical Sketch of the Continental Paper Money ; 
Brouson, Historical Sketch of Connecticut Carrency^ CoJitinental 
Money, and the Finances of the Ret^olntion; Elliot, The Funding 
System; Franklin, Works, II. and VIII. ; Gallatin, Sketch of 
Finances, Writings, III. 121-123; Gouge, Short History of Paper 
Money and Bankiny ; Hildrcth, History of the United States^ 
III. ; Hock, Die Finanzen and die Finanzyeschichte der Vereinig- 
ten Staaten von Amerika; Jahrbflcher fir Xationalokonojnie und 
Statistik, 1863, 392-396; Jefferson, Works, IX.; Journals of Con- 
gress, 1775-1788; Knox, United States Xotes; Phillips, ^//imcan 
Paper Currency; Ramsay, History of the United States, II. ; 
Ross, Sinkiny Funds; Schuckers, Finances aiid Paper Money of 
the Revolutionary War; Sumner, History of American Currency^ 
The Financier and the Finances of the Revolution; Walker, 
Money ; Webster, Political Essays. 

In any study of the national finances during tlie period pre- 
vious to 1789, we are first concerned with, the efforts of the 
general government to provide itself with the necessary flnan- 
eial resources. An account of the expedients resorted to for 



BULLOCK — FINANCES OF THE UNITED STATES, 1775-89. 123 

that purpose must form the first part of any discussion of the 
financial arrangements of that time. 

The emission of bills of credit was the first means of raising 
money to which the Continental Congress turned. Tke paper 
money thus issued was productive of such far reaching in- 
jury, and the policy of Comgress in issuing it has been so harshly 
judged, that it may be well to refer in some detail to the his- 
tory of these bills of credit. 

It must not be overlooked that, when Congress met in May, 
1775, the nature of the struggle which was beginning was ajK 
predated by very few people in the colonies. Forcible resis- 
tance to Great Britain was at first attempted, not from a de- 
sire for indei)endence, but in order to compel Parliament to 
change its ix)licy toward America. Congress could not foresee 
the necessity of establishing permanent revenues for a na- 
tional government, and the single finaacial problem that pre- 
sented itself was that of providing a temjwrary income that 
should continue only until peace should be restored on the 
terms desired by the colonies. As a result, all of the early 
measures of Congress were of a temporary character; and we 
may here find a partial explanation of the fact that Congress 
did not try to seize ui)on the full powers necessary to a strong 
national government. 

But the need of funds was pressing, even' if it appeared at 
the first to be only temporary; and it was necessary to find 
some means of raising a sum of money which for the times 
and circumstances must have seemed very large. As a tem- 
porary government. Congress had no credit, and would have 
foimd diflSculty in securing loans for the purx)Ose of aiding a 
rebellion against the authority of Great Britain. For equally 
strong reasons, as we shall see, it was impracticable to attempt 
to tax the colonies which had been led into hostilities with 
the mother country not more on account of "taxation' without 
representation" than through opposition to any taxation at all. 
The i)eople of the colonies preferred jmper money to taxes.^ 



I Isrge quantities of paper money were inued In the colonies In the eighteenth century. 
The results of this had often been disastrous, but the colonists had notyet fully learned 
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Thej believed in the issue of notes that nhould circulate in all 
the colonics, and for the payment of which the colonies should 
be responsible. In order to exist, Congress had to he guided 
by the desires of the people; and, under such circumstances, 
determined to Issue bills of credit, at the same time making 
all possible pi-ovision for the redemption of the notes. All 
things considered, it is not easy to bcc^ what other course 
could have b<K;n taken. 

ITndoubtedly, some of the members of Congress did hold 
unsound views on the subject of paper money. IVlatiah 
Webster has left us an account of a speer-h made by one dele- 
gate, who objected to burdening his constituents with taxes, 
when it was possible to send to the printer and get a wagon 
load of money, one quire of which would imy for the whole.* 
But there is nothing in the uieiiaures adopted by Congress 
that will justify the belief tlLit the words of this 8i>eaker rep- 
resented the opinions of a majority of the members of that 
body. On the contrary, the safeguards whidi Congi'ess sou^t 
to throw around the emission of bills of credit, show con- 
clusively that the dangers attending the use of paper money 
were fully appreciated. 

The first issues were authorized in 1775.- rnquestionably, 
this was looked upon as a fcniifonii'y nieasuiv; and it was 
not expected that a nuuli larger issue would be needed.* At 
the same time, Congress did not suppose that the notes would 
circulate at par unless means were provided for their redemp- 
tion. Accordingly the hills were apportioned among the col- 
onies on the basis of j)opiiIation, and Congress recommended 
that each colony should make provision for redeeming Itl 

quota by "laying and levying taxes toward sinking the 

Continental hills."^ If the notes had been so redeemed, this 

the evils ot »o Irmjeemablr piper currency. RfterenCM to Mine of theae tMij expori- 
menti mar be found on p.331.uid OD p.»l. See al» Ptilllips. EUtorlBal Aoaoant oC 
Paper Currencr. L; Sumner. American rurrencr: Walker. Moner- chap. ZV. 

'Polllical EwuyOiT. noted. See Also Bolles, 1. 3H. 

•Jinimal otConRreiM. Juno M. JUI7M, Koveinber S». 1778. 

■Ct.BollH. 1. 91-11. Aim Sparka'i Fraiihliii.tT.4JI: VIII.p.KS,S0fr-9Or. Bmumt, O. 
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measure would hare amounted practically to a tax based upon 
population. Of course, suck an assessment was unfair; but, 
as an accurate estimate of the wealth of the colonies would 
have been impossible at that time, this arrangement was as 
satisfactory as any that could hare been devised. In this 
way the sum of $0,000,000 was raised before the end of 1775, 
and these earliest issues at first circulated at par.^ In some 
instances metallic money was turned into the treasury by 
patriotic individuals, in exchange for the bills of credit.^ 

But the need for money increased.* No other source of 
revenue had been found; and, in February, 1776,* $4,000,000 
of the bills was emitted. Congress had taken oc<?asion'* 
again to urge upon the colonies the necessity of providing ways 
and means for sinking their pesi)ective quotas of the bills. 
But the people were not used to such heavy taxation as would 
have been necessary for this purpose; and, further, had come 
to look to the general government to make all provision for 
the conduct of the war. Thus further emissions of paper 
were necessary; and, before the end of the year, issues amount- 
ing altogether to $19,000,000 had been authorized,^ while the 
bills had depreciated to less than seventy per cent, of their 
face value.^ 

After independence was declared,® it became obvious that 
money must be raised no longer for a temporary purpose, but 
for the support of a permanent government. Congress saw 
that it would be impossible to rely solely on the issue of paper 
monev, and made efforts to find other sources of revenue. It 
was still thought that to resort to taxation would be prema- 



iRanoMiy, II. 308; Sparks's Franklin, U. 421; Breck, Part I. 249; Gouge, 11; Sumner, 
Financier, I. 47-48. holds a difTerent view. 
« Breck, Part L a49; Part TL. 58. Journal of Congrew^ May 27, 1770. 
>Spark8'8 Franklin, It. 421. 422; BoIIes, I. 42-44; Ramsay. II. 808. 

• February 17. 

• December 26, 177S. 

• Dates of issues were May 9, July 22, November 2, Decera>>er 28. 

• See tablet on p. 133. 

• Cf. Ramsay U.a00. 
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tiii'o in the existiiijjc state of puhlic sentiment; and, accord- 
inirly, in October,^ 177G, Congress resolved to attempt to se- 
ciii'e a loan of So,(»00,000; while shortly afterward a lottery 
was established.- Early^ in 1777 the States were urged to 
levy taxes for the support of the general government; but, as 
was to be exp«?eted, no attention was paid to such a general 
lecoimnendatiou as this. These efforts failing to bring in the 
amount of money that was absolutely necessary, other emis- 
sions of bills of credit were ordered.* These issues made the 
total volume of paper emitted during 1777 amount to 
13,000,000; and, by the end of the year, the notes luid depreci- 
ated until they were worth only one- third of their face value. 
During 1777 some aid was received from the subsidies fur- 
nished bv France,' and a small amount of money was secured 
thitMigh the first French loan." From this last source a larger 
amount was realized dunng the following j-ear. In Novem- 
ber," 1777, Congress made the first regular requisition on the 
States; and asked that §5,000,000 be raised by taxes during 
the ensuing year, lint all these resources yielded only a small 
part of the funds required for 177S, and further emissions of 
l»ai)er were necessary during that j-ear.** Congress understood 
very well the effect of these issues, but the failure of its at- 
tempts to secure oth(»r sourc<»s of rcf venue made such a course 
unavoidable. During 1778 fourteen emissions'* amounting to 
^(;;],o00,000 were aiithorizcHl, the amount of the issues naturally 
incivasing as the value of the money declined. Tlie transact 
tions of the treasury during this time were almost exclusively 
carrird ou in tlu* paper currency. From the appendix to the 



■■«Xi>v-iiiIkt 1, 
^ .Inminry II. 

* Imt-s of .Mul.-siona, Frbniary •:»), May ••^^ AiiKii*»t W Novomhor 7, D<?ccniber 8. 
*Si»»«|». irttj. 

' N<iv»Miil»«-r C".*. 

-I'f. U.'imHiiy. II. ^:^M. :JI0. 

• l>al»"s .Tn unary S il: Febninry 10; Mftroh 5; April 4, 11, W; May «; June 80, 80; 
teiiiUer Ti, i*',: Ni^vemlicr 1; D«H:eiaber 14. 
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Journal of Congress for that year, we learn that the expendi- 
tures were as follows: 

Currency 62,154,842.63 

Specie 78,666.60 

Lh-res^ 28,525.00 

On this point Mr. Breck well says,^ "So small an expendl- • 
ture in metallic currency shows the powerful agency of i>aper 
in the belligerent ox)erations at that critical period; perform- 
ing, as it did, in spite of counterfeits and depreciation, the of- 
fice of hard money." 

This depreciation of the bills of credit had taken place in 
spite of the most strenuous efforts to keep the money circu- 
lating at par. At first the people had received the currency 
willingly,^ and during the last months of 1776 the deprecia- 
tion was only very slight and gradual. The campaigns of 1776 
and 1777 were not seriously affected by the decline in the value 
of the money.* The first advances in prices,* which began 
early in 1776, were probably due to the state of the market for 
goods included in the non-imx)ortation agreement, or, perhaps, 
in some cases, to the action of selfish, or impatriotic individu- 
als. But, as the issues increased beyond the requirements of 
trade, an inevitable increase of prices began. This was looked 
upon by many as "immoral and unpatriotic, and deserving 
swift punishment."® After seeking to punish by fine and im- 
prisonment persons who should advance the price of commodi- 
ties, the different States commenced to hold "price conven- 
tions," and to attempt to fix the prices of labor and of com- 
modities,^ The first of these conventions was held at Provi- 
dence in: December, 1776. Congress recommended tiiis plan 
to the other States, which, for the next five years, continued 
to attempt to control prices by law. 

1 The Uvre was worth a little more than eighteen cents. 
'Part II. «1. 

* See Ramsay, n. 814. 

* Ramsay, II. 809. 

■ See Sumner, Financier and Finances, 1. 48 et seq.: Bolles, 1. 117-190: Phillips, U. 210-22G. 
•See BoUes, 1. 158-159. 

* See Sonmer, L 55 et seq.; Belles, 1. 15S-167. 
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But such atti'iiipls proved fiuile oiioiijjh. Only a few pa- 
triotic peo])le regarded tlu^se laws, while others refused to part 
witli their loimuodities except at their own in'iees. As Kami 
siiy says, "These laws iu the first instance made an artificial' 
scarcity, and, had they not Ixn^n ri*p(»aled, would soon liave 
made a real one; for men never exert tliems(*lves unless they 
have* the fruit of their exertions secured to them, and at their 
own disiK)sal." 

Further measuivs were adoi>ted by Conjjress to check the 
d(»pn»ciation. In Decemher.* 177(5, Washington was empow- 
ered to seize wluitever suppli(»s should he recpiired for his 
army; to compel the ownei-s to sell them at a ivasonable price; 
and to punish those who shouhl iHifuse to receive Continental 
mom*y in i)ayment for the sui)plies seized. A month later, 
furtlier action was taken. As early as 1775 the different 
States had, on the riHrommendation of Congress, Ix^gun to pa48 
laws making the Continental money legal ti^nder in payment 
of debts, lint there was no unifonuity in these laws; and in 
January," 1777, Congress was led to recommend the legis- 
latures of the States to make the bills of ci-edit full lejj^al ten- 
der in discharge of all debts, and a refusal to accept the cur- 
rencv an extinguishment of anv debt. 

Thes(^ legal tender laws enabled the Continental notes to 
work tlie extreme degree of haixlship and injury that it is pos- 
sible for such a de]»r(*ciated currency to produce. WTien the 
laws were first adopted little uijuiy was done, as the paper 
circulated, for a time, on a ])ar with specie, l^ut, as the de- 
I>reciation increased, incalculable harm was caused both to 
industry and to public morals.^ At the opening of 1780 the 
evils had reached a climax. The paper money was almost 
wortlil(»ss, all specie had long since been withdrawn from cir^ 
culation, there was no longer any effective medium of ex- 
change, and the people of the Rtates were driven to barter-* 

1 TVcember CT. 
'Januar}' 14. 

* Rainsaj hasi left us perhaps the most graphic account of the demoralixation thns pro* 
duced. Set* Itaiiiiay. H. 310-318. See also Sumner, Financier, 1. 80^1. 

* See Bolles, X. 133, for eTidenoe on this point. 
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In Marcli^ of this year Congress finally advised the States to 
amend the legal tender laws, and this advice was soon followed. 
The repeal of these laws ended the worst of the abuses that 
had aiisen from the emission of the Continental currency, but 
it was a long time before the injury that was done to public 
morals was entirely effaced. 

But these were not the only difficulties with which Congress 
had to contend in its exjieriments with the bills of credit. 
Counterfeiting was largely carried on,^ especially by the Eng- 
lish,^ who sought in this way to injure the cause of the Ameri- 
cans. Besides this, large amounts of i>aper money had been 
issued by the States, and thus the point of inflation was the 
more quickly reached. In 1777* Congress urged the States 
to cease* to issue bills, and to withdi-aw those ali-eiidy issued; 
and tliis recommendation seems to have been very generally 
followed.**^ The entire amount of these issues has been placed 
at .?209,000,000, an estimate which 3Ir. Knox« considers too 
high.^ But whatever the effect of these State issues, it will 
be noticed that the withdraA\'al of these notes was commenced 
befoi^e the emission of the flood of Continental bills that were 
sent out in 1778 and 1770. 

At the opening of the year 1770, in spite of the rapid depre- 
ciation of the piper money, the States had taken no effectual 
measures to redeem the notes already in circulation. At that 
time one dollar in paper was worth only tw^elve cents, and 
CongiH:*ss rc^peatedly urged that the States should make pro- 
vision for drawing in their quotas of the bills.^ By this time 
Congress had begun to make regular requisitions for money; 
but tlie response of the States was so tardy and so inadequate, 
tliat it was necessary to emit still more of the pax)er. The 

^■--- -!■ ■^ ■» 11 _, ^l■^-■ — ■■■■■■! II ■■ 

1 March 20. 

^ Sumner, Financlep, I. G8-^. 

3 Phillips, II, 70-71. 

* February 15, November 22. 

»See Bolles, I. 14S; Hildreth, U. 8.. HI. 446. 
'' Knox, United States Notes, 10. 

"> Of. JefTerson's Works, IX. SCO; Sctauckerd, Finances and Paper Money of the Revolu- 
tionary War, 127. 

* See Journal of Cong;ress, January 2, January 18, 1779. 
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first four months of tlie yoar^ saw the issue of $C5.000.(Ki 
mow of the curreucv. This (h*j)re<.-iate(i the bills bevond hoj 
of recovery, and by July they were worth only live cents o 
the dollar, lint all other resources were yielding only a sma 
]>art of the funds needed to carry on the war, and still oth6 
issues were to follow. By September ?:]o,000,000 more ha 
be<»u issued; and the evil h;id become so great tliat Cougres 
was led to the decision that an absolute limit to the emissioD 
ought to be lix(*d. and tluit, in any case, the amount of bill 
in circulation should not exceed SJLM)O,()t)O,000. On Septembt 
10 an addn*ss was sc^nt out to the States, shoAving tha 
.Sir)!M)10,()()() of the notes wa-s then in circulation ;= and statin 
that up to that date tax(»s had brought into the treasury onl 
8.'{,t)-J7,0()(): while §:jr,,701,0(M) had i)een received from domest: 
loans, and ?LOOO,iMlO from foreign. 

l\y December tlu* amount of rnnssions for the year had bee 
raised to §140,0r)2,t)()O, and the limit of *:i(M),()t)0,000 bad bee 
reacluMl." At this time one dollar of the currency was wort 
less than three cents, and sinm after the* value so declined thf 
one dollar in specie exchanged for eighty dollars of the papc 
mom\v. Thus Congress had exhausted the sources from whic 
it had hitherto derived the greater portion of its funds for d 
fraying the exi>enses of the war. 

The amount of Jiotes authorized each year had been as fo 

lows:* 

J77,j St3,000,000 

177«) 1!».000,000 

1777 13,000,000 

177S 0:5,500.000 

177!) 140,000,000 

$241,500,000 

1 rmt"*« of ls«iu<?. January II; Fi»bnmry :5. IJ: Ai»ril 0. 

< From ti lilt' to tiiiii.* noTfs liail Iikhh withflrnwn from oircvilatii.m : 8t*e p. K1. Aim It I 
I)ossililt> that All t ho liills )ir«*vioiisly niithf>ri7.H(I hnd iii>i bfcu issued. The whole amoni 
of »>missii>iiR vnttvi up to this tim»* wa^s £idH).Oi)).iiiii), ani it I<i only on some suchbaalai 
thiit tlint thi? stAteniont of Coo^ri'ss cnn lie explained. 

* DrtfeM of Issue, Mayfi. June 4. July 17, S-p:eiiiber IT. Ojtob.irl4, Norem^jer 17, jg^ 
venilx»r SU. 

* Cr. Bute Papen, Finance. V. TOl. 
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Many of tliese had been withdrawn and exchanged, so that 
probably not more than $200,000,000 was in circulation at 
any one time. 

But this was not the whole burden which the people of the 
States had to bear in the form of a depreciated currency. As 
we have seen, paper money was issued by the individual 
States. In addition to this, many of the loan office certificates 
were, contrary to the expectation of Congress, placed in circu- 
lation.^ It is safe to estimate that, at some periods during 
the war, there was in circulation at least ?300,000,000 of 
paper money. It will be apparent how excessive this amount 
was, when we remember that, at the time, there were not 
more than three million people in the States; while trade and 
commerce on any large scale can hardly be said to have ex- 
isted. 

The specie value of this enormous amount of paper can not 
be determined with accuracy. Hildreth estimated it at 
$70,000,000,2 a figure which all writers have held to be too large. 
Mr. Bronson has placed it at $53,000,000,'* taking the Phila- 
delphia rate of depreciation as a basis of computation. This 
amount seems to be too large, and Mr. Bronson presents none of 
his data. Jefferson assigned to the currency a si)ecie value 
of $36,367,000.* Bayley' accepted this as "approximate to 
the truth;" while Prof. Sumner^ says that it has no value. 
The general opinion has been that all these statements over- 
value the paper money. In the following paragraphs an at- 
tempt is made to estimate in a consen^ative manner the value 
of the Continental currency, and to avoid the danger of placing 
it at too high a figure. Errors of this sort have impaired the 
results of all attempts to compute the cost of the Be volution. 

Since the government's exi)enditures in paper money were 
very unequally distributed in the various parts of the country, 



I BoJles, I. •.tV), 261. 

» History of the Uniterl States, III. 446. 

> Historical Sketch of Connecticut Currencj', 150. 

« Works, IX. 259. 

» History of the National Loans, 825. 

* Financier and Finances of the Revolution, I. OS. 
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and the circulation of the currency was comparatively slow, 
there was no general uniformity in the depreciation. The fol- 
lowing table has been constructed from the rates of depreci- 
ation adopted by law^ in the various States.^ The States are 
groui)ed according to the extent of the depreciation in each. 
Massachusetts, Connecticut, and Xew^ York form the first 
group; Pennsylvania, Delaware, New Jersey, Maryland, and 
Virginia form the second; while the Carolinas constitute tlie 
third. In each group the lowest and highest rates of depre- 
ciation in any State are given. For purposes of compai'ison, 
thei-e has been placed in a fourth column the scale of deprecia- 
tion adopted by Congress,- which, did not show the real extent 
of the depreciation. In the fifth, column are to be found some 
rates taken from the books of a Philadelphia merchant.' In 
the sixth are shown the figures used by Jefferson in his esti- 
mate;* and in the last column are given the highest rates of 
depreciation found in any of the States. These highest rates 
are used in fonning this estimate of the value of the money, 
since the object is to avoid an over-statement. Such tables 
of depreciation might easily conceal part of the truth, and not 
allow for the full extent of the depreciation ; while they would 
not be likely to overestimate it By selecting the highest rates 
in any of the States the chance of error at this point is reduced 
to a minimum. Mr. Bronson's method of taking the Philadel- 
phia rate as the basis of computiition does not differ greatly 
from the procedure here followed, since the depreciation was 
naturally greatest at the seat of the federal treasury. The 
method here adopted has another advantage. It is possible 
that even the highest rate found in any of these State tables 
may not always give the full amount of tlie depreciation. But 
any error here may be counterbalanced by another considera- 
tion. The expenditures of tlie government were made in var- 

I These tables may be found in Stat© Papers, Finance, V. 772 et seq. See also PhilUpe, 
II. 212. 
a June 28, 1780. See State Papers, Finance, V. 705-771. 
» Phillips, II. 217; Goujre, 11. 
* Jeff.'rs«^>n'8 Works, IX. 250. 
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ious States, and all of tlieni could not have been affected 
equally by tlie depreciation. In such cases there will occur in 
this estimate an error of undervaluation, and this fact will 
render it improbable that the computation will result in an 
over-statement of the value of the money. 



Jan., 1777. 

April 

July 

October . . 



Jan., 1778. 

April 

July 

October . . 



Mass., 
Cono. and 
New York. 



SI 061 
1 12 
1 25 
1 0»-$2 75 



Penn.,N J., 

Del., Md., 

and Va. 



$1 20-$l SO 
2 W- 8 10 

2 25- 3 00 

3 00 a 



$1 46-$3 25 $4 00 
2 03- 4 00 5 00- $6 00 
8 03— 4 25. 4 OO- 5 00 
4 00— 5 Oo! 5 00 



14 77-15 48 19 00-21 00 



JaD., 1779 $7 42-57 96 $8 00 

April ! 11 04— 11 56 1600-$1700 

July 

October 

November 

December . . . 



20 80-21 51 
23 08—24 33 
26 93-27 41 



Jan., 1780. . . . 
Karch 



S29d4-$3]16 
87 36-40 00 



28 00-30 00 
36 00-38 50 



N. CaroliDa 

and 
S.Carolina. 



$1 08-Sl 50 
1 39— 2 00 
1 8*- 250 



$2 21-83 50 
8 17— 4 00 

3 64— 4 00 

4 05- 4 75 



S6 00-$7 61 
9 66—10 00 
14 57—15 00 
20 40—25 00 
26 96—27 00 



40 00-41 50 30 00-32 38 



$40 00-^2 00 $32 00-$37 75 
60 00-61 60 40 00-46 59 



Scale 
adopted 
by Cong- 
ress. 



Philadel- 
phia mer- 
chant. 



91 pr. ct. 



$1 25 
200 
300 
300 



68 pr. ct. $1 00 

49 pr. ct. 6 00 
33 pr. ct. 4 00 
21 pr. ct. 5 00 



Jeffer- 
son. 



13 pr. ct. 
9 pr. ct. 
6 pr. ct. 
4 pr. ct. 
4 pr. ct. 
8.7 pr. ct. 



3 3 pr. ct 
2.6 pr. ct. 



|7 00-$9 00 
12 00—22 00 
18 00-20 00 
80 00 

32 00-45 00 
38 00-45 00 



$4O0O-$4S0O 
60 00-65 00 



$4 00 

600 
4 50 



High- 

e«it 

rate. 



$1 50 
3 10 
300 
300 



$8 00 
17 00 
20 00 
80 00 
88 50 



$4 00 

600 
5 00 
5 00 

$8 00 
17 00 
20 00 
80 00 
88 50 
41 00 



42 00 
61 60 



It will be noticed that these tables recognize no deprecia- 
tion before January, 1777. But it had begun by the middle of 
1776; perhaps, even a little earlier. Prof. Sumner says^ that 
tiie room for the circulation of Continental money was exceed- 

> This means that $1 .00 in specie was worth $1 .05 In currency. In the fourch column is 
giTen the percentage which the value of currency bore to the value of specie. Of the 
States in this first group, Massachusetts was the only one that recognized the depreciation 
until October, 1777. 

s For this month the same rates of depreciation are given in all the States in this group 

'Financier, 1.47-48. 
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ingly small, and that depreciation must have begun almost 
immediately. But he gives no clear case of an advance of 
prices due to depreciation before about the middle of 1776. 
On the other hand, the stfitements^ of Gerry, Franklin, Paine, 
Jefferson, and Ramsay are all to the effect that the earlier is- 
sues circulated at par; and in this view later writers have gen- 
erally concurred. Tlie amount of the depreciation recognized 
in January, 1777, shows that the decline in the value of the 
money must h.ave begun several months before ihixt date, since 
all writers agree that the dei)reciation was at first gradual. 
Probably it is safest to i)lace the beginning of the genei'al rise 
of prices at about the middle of 1770, and this is the method 
followed in this estimate. 

In estimating the specie value of tlie Continental issues use 
has been made of the table of emissions prepared by Joseph 
Xourse in 1828." By comparison with the Journals of Congress 
this table will be found to be entirely correct, with the pos- 
sible exception of one issue amounting to $500,000. This is- 
sue was owlered by Congi'ess November 2, 1770, but it is 
possible that the notes were never placed in circulation.* 
For this reason Mr. Nourse has excluded it.* Applying to 
this table of emissions the highest rate of depreciation found 
in any of the States, a. safe estimate may be obtained. 
Allowance has been made for the necessary delay in the issue 
of the notes by assigning to each emission the highest rate 
of depreciation found in any of the States two months after 
the resolve of Congress authorizing the issue.° The estimate 
is as follows: 



I See references on p. 135. Also Garry's statement in AnnaU of Con^ro.^s. II . i>. l irtt. 
First CoDf^rcss. 

* State Papers, Finance. V. T64. 

« Sec Phillips, II. 57; Sumner. Financier, I. W. 

* Various other statements have been made repraniinjr tlie amount of the Continental 
issues. Some have placed the amount as hi^h as $^7,000. 000, but such estimates inclule 
the re-issue of bills paid into the treasury after 1780. See Gou^e. 10; Eiliot, 11; Sumner, 
Financier, I. 88. 

» This method will not lead to an over-estimate of the value of the notes. But. in any 
case, up to January, 1779, the depreciation was quite srradiial. a<3 the table shows. There- 
fore, up to the ti»ne when the value of the money liad become very small, one might select 
any period of from one to three months without materially affect in j? the result. 
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Date of Issue. 



1775. 



ITTO. 

February 

May 

July and August 

November and December. 



i: 



1 1 . 



February . . 

May 

AuK:u8t ... 
November. 
December , 



1778. 



January . . . 
February.. 

3Iarck 

April 

May 

June 

July 

September. 

November 

December. 



1T79. 

February 

April 

May 

1 January and May 

I Say that new issues were. 

June 

July 

September 

October ... 

November 



Amount. 



$C, 000.000 



4.000,000 
5.000,001} 
5,000.000 
5,000.000 



5,000,000 
5,000,000 
1,000,000 
1,000,000 
1,000,000 



8, 000, f 00 

2,000,000 

2,000,000 

C. 500, 000 

5,000,000 

5.000,000 

5.000,000 

15,000,000 

10,000.000 

10,000.000 



Depreciation. Specie Value. 



10,000.0fO 
5.000,000 
10,000,000 
50,000,0001 
40,000,000 
10,000,000 
15.000.000 
15.000,000 
5.000,000 
20,050,000 



r^l. 500,000 



At par. 



At par. 
1.25 
1.25 
1.50 



3.10 
3.00 
3.00 
4.00 
5.00 



5.00 
6.00 
5.00 
5 00 

5 00 

6 00 
5 00 
6.00 
800 

10.00 



17.00 
20.00 
20.00 



$0,000,000 



20.00 
24.00 
24.00 

ijs.oo 

41.00 
50.00 



4,000,000 
4,000,000 
4,000,000 
3.880.000 



Total 
Specie Value. 



1,600,000 

1,660,000 

380.000 

250.000 

200,000 



600,000 
830,000 
400,000 
1,800,000 
1,000,000 
1,000,000 
1,000,000 
2,600.000 
1.250,000 
1,000.000 



580,000 
250,000 
600,000 



2,000,000 
410,000 
620.000 
390.000 
120,000 
400,000 



$6,000,000 



15,830,000 



4,040,000 



10.380,000 



5,270,000 



$41,020,000 



X A part of this fosuo was for the parpose of ezchan^nflc earlier emissions of May 90, 
1777« and April 11, 1778. See Journal of Congress. May 7, 1779. These two Issues amounted 
to flOp 000,000, aod accordlDfiply we have placed the new issue at $10,000, 000. 
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The foregoing table allows for f 10,000,000 of exchanges of 
new bills for old. The amount of other withdrawals can not 
be ascertained with any certainty. In the address of Septem- 
ber 13, 1779, Congress stated that ?159,948,000 of the bills was 
then emitted and in circulation. Now the total amount of the 
issues authorized previous to that date was $201,500,000; and, 
if this statement of Congress is to be trasted, it would seem 
that $41,500,000 of the earlier issues had been withdrawn or 
never placed in circulation. The Journal of Congress enables 
us to ac<K)unt for only $10,000,000 of withdrawals. If we fol- 
low the statement of September, 1779, we must deduct 
$31,500,000 more from the total of the emissions. These with- 
drawals, or failures to issue the full amount of notes authorized, 
could not have occurred before 1779 because the statistics of 
the advances made at the treasury from 1775 to the end of 
1778 show that all of the $101,000,000 of notes authorized dur- 
ing that time must have been in use.^ If we assign to the 
$31,500,000 withdrawn or never issued the depreciation of ten 
to one which prevailed at the time that the first issues of 1779 
were authorized, we sliall have to subtract $3,150,000 from the 
estimate of the si)ecie value of the bills of credit actually is- 
sued. Thus the estimate of the tot(il income from the Conti- 
nental i>aper money will be $37,870,000, if we accept as cor- 
rect the statement of Congress regarding the amount of bills 
in circulation in September, 1779. This is a question which 
we have no means of determining, but it would seem to be 
safe to place the specie value of the money issued at not less 
than $37,800,000; whHe, if the statement of Congress is re- 
jected, the estimate would be $41,000,000. In other parts of 
this work it is thought best to use the smaller estimate, which, 
it would seem, does not overstate the income denved bv Con- 
gress from this soui^ce. 

At the opening of 1780, when a dollar of the paper money 
was worth less than two cents, Congress was obliged to admit 
the fact of depreciation. Up to this time, that body had re- 
peatedly pledged the public faith to redeem in full every dol- 

1 See Elliot, 10 and 11, lor Hamilton's statement of the advancei) uL the treosurv. 
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lar ot the paper; but in March' a i-esolution was passed which 
prorided for the redemption of the bills of ci-edit at one-for- 
tieth of iheir face value. In order to draw in the old bills 
a tax of $15,000,000 a month for thirteen months, payable in 
the old emissions, was levied upon the States. In payment of 
this tax, silverandgold were made receivable at a. ratio of one 
tlollar in specie to forty in currency. As soon as paid in, the old 
money was to be destroyed, and replaced by bills of a new 
emission. These new bills were to be issued in an amount 
not exceeding one-twentieth of the face value of the old Issues. 
Sii-tenths of these new emissions were to go to the States, and 
&e rest were to be at the disposal of the United States. The 
new bills were to be redeemable in specie within five years, 
to bear interest at five per cent, and to be receivable for taxes 
at the same rate as specie. 

Obviously this was an act of practical repudiation. The 
bills were first declared to be worth only one-fortieth of their 
nominal value; and then were made receivable only in pay- 
ment of an exti-aordinary tax, imposed for the sole purpose 
of withdrawing them from circulation. It may be true that 
this action was inevitable, and that Congress had good reason 
to despair of its ability ever to redeem the notes at their face 
value. It certainly is a fact that it was beyond any human 
power to repair the losses suffered by those persons through 
whose hands the money had at first passed; and tliat the at- 
tempt to redeem the notes in full would have resulted rather 
in benefiting speculators than in compensating the original 
loaera But these extenuating circumstances do not alter the 
fact of repudiation. The real purposes of the resolution were, 
to reduce the volume of currency to a reasonable amount, to 
provide tiie 8tntes with money whieh shtnild enable them to 
meet the requisitions of Congi-ess, and to supply the genera! 
government with additional funds. These ends were not fully 
realized from the measure on account of the partial noncom- 
pliance of the States with the requirements of the resolution 
ordering the tax. The bills of the "new tenor" soon depreci- 
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ated, but they continued to circulate until after 1790, when 
they were received in subscription to the stocks created in 
order to fund the national debt. From the report of May 11, 
1790, it appears^ that about ?4,000,000 of these new bills 
was actually issued. Of these the jrovernment received 
f 1,592,000 as its proportion, of four-tenths.- 

After this time the old notes disappeared from circulation 
and specie quickly re-appeared.^ Under the requisition of 
March, 1780, *119,400,000 of the notes was finally paid in and 
desti'oyed. In 1791 it was estimated that f78.000,000 was 
still outstanding. Under the funding act of August 4, 1790, 
16,000,000 of this amount was funded at the rate of one cent 
on the dollar.* The rest seems to have remained in the hands 
of people who held it after the time fixed by the funding 
act, hoping that ultimately the notes would be redeemed in 
full. 

Such is the history of the ixiper money of the Revolution. 
The loss inflicted ui>on the people of the United States by its 
depreciation can never be fully estimated. Of course the de- 
preciation amounted to nothing less than a tax upon those who 
were unable to protect themselves from such a loss; and, mani- 
festly, this w\i8 a tax of the most unjust and objectionable 
sort.* But whatever the loss, and whatever the injustice 
caused in this way, the fact I'emains that the issue of the pa- 
per money made possible the 8ucc(*ssful termination of the 
struggle undertaken against Great Britain. By this means 
Congi*ess was enabled to cari'y on the war from 1775 to 1780, 
a penod during which all other sourct^s of revenue would have 
furnished only a small part of the needed resources.* ^TTow 
else could the war have b(»en carriiMl on?" 

Those writers who condemn in into the issue of bills of credit. 



> StatH PaiHTs, Finance, I 54. 

> On the character and effects of this act of March, Vt^K see Ramsay, II. 312; BoUes. I^ 

185. 

'See Sumner. I. (W-100. 

« Elliot. Fundioic SvHtem, 13. 

•See Sumner's Hamilton. 151. 

• Further lifiht is thrown on this subject in the discllt^»>ioo of loans and taxation in the 
following chapters. 
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haTe generally fallen into the error of blaming Congress for 
not doing something that lay wholly beyond its powers. Thns 
Mr. Bronson, in asserting that taxation shonld hare been in- 
stituted from the start, and that independence was won, not 
by paper money, but rather in spite of it, says, "A firmer will, 
with a greater readiness to make sacrifices, would have ox)ened 
a way." But the "greater readiness to make sacrifices" did 
not exist, and Mr. Bronson's criticism falls to the ground. Had 
"a firmer will" been shown, had Ckmgress attempted to levy 
taxes in 1775, the way would have been effectually closed, and 
not opened. Such a course would have occasioned a popular 
outcry that would have destroyed the authority of Congress, 
and rendered impossible the continuance of the war.^ 

But the experience of the country with the Continental bills 
of credit was suflficiently bitter to serve as an effectual lesson 
of the evils attending an irredeemable "psi^T currency. It 
is true tliat, after the close of the war, the psipev money mania 
again broke out in certain States; but, by 1787, we find in the 
Federal Convention an almost unanimous opposition to the 
proposition to allow either the general government or the 
States to issue bills of credit^ 

An overwhelming vote prohibited the States from issuing 
paper money.' In the first draft of the Constitution the na- 
tional legislature was given the right "to emit bills on the 
credit of the United States."* But the Convention, by a vote 
of nine States to two, decided to strike out this clause, after a 
debate that showed conclusively that it was intended to pro- 
hibit absolutely the federal government from issuing such 
bills.** All the evidence shows that the members thought 
that this purpose was accomplished. 

This was never questioned during the lifetime of the men 

> Compare the consideratioDS advanced on pp. 118, 123, 152. 

* Curtis, History of the Constitution, n. 838, 830, 3&I; Bancroft, History of the United 
States, VI. 175-178, 803-305, Plea for the ConsUtution, Part m.; Fiske, Critical Period, 
S78-S70. 

^ Elliot, Journal of the ConTentlon, 370; Gilpin, Madison Papers, 1443, 1443. 

* Elliot, 2;»: Qilpin, 1288. 

* See Elliot, 946; QUpio, 184»-1846; Bancroft, Plea for the Constitution, 44 et seq. 
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who witnessed the adoption of the Constitution. For seventy- 
flve years "no suggestion of the existence of such a power to 
make pax>er a legal tender can be found in the legislative his- 
tory of the country/'^. In the dark hours of a civil war legal 
tender pai)er was again issued by Congress; and, twenty years 
later, the Supreme Court completed the undoing of the work 
of the Federal Convention by declaring such issues constitu- 
tional even in time of i)eace.^ The wonders of modern con- 
stitutional interpretation enabled the Court, twice altering its 
earlier decisions on this subject, to reject contemporary testi- 
mony, to brush aside a weight of legal authority undisputed 
for nearly a century, and to hold that the f ramers of the Con- 
stitution either did not give expression to their real intentions, 
or failed to embody them in effective constitutional provi- 
sions.' 

iSee speech by Roscoe Conkling, Coiiicressionai Globe, Becoad iSession of XXXVn- 
Gon^n^ess, e94, 1861-1862. 

s JuUiard v. Oreenman, 110 U. 8. R. 431, For the earlier decisions see Hepburn v. Gris- 
wold, 8 Wall. 608; Knox v. Lee, 12 Wall. 457. 

*For this chanf^e in constitutional interpretation compare Cooley. Principles of Con- 
stitutional Law, first edition, 80, with the second edition, 8:2-83. The most notewortiiy 
attack on the decision of the Court is that by Bancroft in his Plea for the Constitution. 
The leKol tender decisions have been defended b}' Miller. Lectures o!i the Constitution of 
the United States, 185-144, 524-531; McMurtrie. Observations on Mr. Bancroft's Plea; 
James, The Legal Tender Decisions. This last work contains, on p. 80, references to dis- 
cussions in law journals. 
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CHAPTER II. 



REVENUES OF THE GOVERNMENT (Continued). 
(B) Domestic and Fcyt^eign Loans. 
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Section I. — Domestic Loans and Indebtedness. 

In 1775, when the second emission of paper money was pro- 
posed, Franklin urged Congress to borrow the necessary 
funds,^ rather than resort to another issue of bills of credit. 
This suggestion, however, was not followed. As a temporary 
body, it would not have been easy for Congress to secure a 
loan; and it was not until after independence had been de- 

1 See Frauklins Works. VIII. ?/t6. 
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elared, that this expedient was resorted to.^ Even then the 
measure encountered considerable opi)osition; but by October 
the danger of depreciation of the paper money had become 
so great that Congress voted- to bon'ow five million; Conti- 
nental dollars at four per cent, interest. A loan office was 
opened in e.icli State; and a commissioner, appointed by the 
State, was placed in chai-ge of each office and authoiized to re- 
ceive subscriptions. But the rate of interest was placed too 
low, and this first attempt to secure a loan met with but lit- 
tle success. 

In January and February,^ 1777, Congress decided to bor- 
row $15,000,000 more through the loan offices. Shortly after- 
ward,* the rate of interest was raised to six piT cent., and 
the receipts from the offices began to increase. During this 
year the first foreign loan was secured in France. This led 
Congress to resolve"' that the interest that should in the 
future aris«» on loan office ct»rtificates issued in pursuance of 
former resolutions, should be paid annually in bills of ex- 
change* drawn on the Amencan commissioners in I'aris. It 
was hoped that, by using the French loan to insure the pay- 
ment of interest on the domestic debt, $20,000,000 might be 
bori*owed at hcmie, and further emissions of paper made un- 
necessary. This measure did lead to an increased willingness 
to lend to the government,* but the issue of bills of credit was 
not avoided. 

Tlie month of Xovember' saw the loan office system ex- 
tended in the States, in th(» hope of thereby facilitating the 
progress of the loans. In the following years other expedients 
were resorted to in order to increase the amount of money 
secured through the offices. At different times* Congress at- 
tempted to secure further domestic loans, but its efforts were 

> See Bullea, I. 4o-49. 

« Octoiif r s, irro. 

'January 14 tuiJ February thJ. 
« Februiiry 26. 

• Septt*u»l>«r 0. 

• Set? State Pai>er«, Finance. I. 37: Elliot, 5-3. 

' Novell! t>er 'S. 

• See Journal of Congress, February 3, 1779; September 5, 17^^; June 11, 1779. 
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oiily7)ai'tiaIly successful. The total amount of money secured 
tixrough. the loan ollices was as follows:^ 



Periods. 


Amount of 
Currency. 


Specie Value. 


October, 1776, to September, 1777 

SeDtember. 1777. to March. 1778 


$3,787,000 

3,450,aK) 

50,830.000 


$3,787,000 
2,538,000 


March 1778. to the close of the loan ofllces 


5,14C,000 






Total 


$67,077,112 


811,472,802 


Borrowed in new emissions, in 17^1, something; more 


than • ... 

Total 


112,704 


$11,585,506 







The specie value of the bills of credit jmid to the govern- 
ment under these loans was fixed by a resolution of Ck)ngre8S 
of April 18 and June 28, 1780. The holders of the loan office 
certificates w^ere to be jxaid the si)ecie value of the certificates 
at the time of their issue, the rate of depreciation being de- 
termined by the table which has been already given.^ As 
we have seen, this table does not show the full amount of the 
depreciation ; and consequently the holders of the loan certifi- 
cates lost nothing by the action of Congress in repudiating the 
paper money. Since the table of the iimounts of money loaned 
the government has been based upon the scale of depreciation 
established by the act of 1780, it is evident that the specie 
value of the total loans has been placed at too high a figure. 
But it is, of course, impossible to correct the estimate, which 
must, therefore, be taken as given by Hamilton. 

Besides these regular loans, the financial exigencies of the 
government led to the contraction of other forms of domestic 
debt. Congress authorized quartei*masters, commissaries, and 
other officers to issue certificates of indebtedness for supplies 
taken for the armv and for other debts contracted. As was 
to be expected, this loose system led to widespread confusion, 
and even corraption.* Morris opi)osed it as "extremely waste- 
ful and expensive," and sought to obtain supplies by contract, 

1 See state Fapen, Finance, I. 27; EUiot, 53. 

* See p. 188. 

* See Bolles, L 881 et seq. Sumner, Financier, L 872, 278. 
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a reform which Congress, in 1781,^ allowed him to institute. 
In other instances forced loans had been authorized, and re- 
ceipts j?iven for supplies thus seized by the army. In all these 
ways there had been issued by the close of the war a large 
number of certificates of indebtedness. Hamilton, in the 
statement of the cost of the war- that he made in 1790, 
placed the total outstanding obligations of this nature at 
?1 6,708,000. This agrees very closely with the items of this 
character included in his statement of the domestic debt in 
his report of January, 1790.^ 

In 1782, upon the recommendation of Robert ^lorris,* Con- 
gress attempted to fund the domestic debt, and to provide 
means for its extinguishment' Although Congress had re- 
solved in 1781* to have the domestic debt reduced to its 
specie value, little had been done in this direction; and the 
work of settling the accounts of the States and of individuals 
went on very slowly. In December,^ 1782, Congress passed a 
resolution to the effect that any surplus above the sum neces- 
sary to pay the interest on the whole of the national debt, 
that should arise from the funds granted by the States for 
that purpose should form a sinking fund to be appropriated 
to the payment of the principal of the debt This resolution, 
however, was of no value, as the national finances were not 
in a condition to make a surplus probable, or even possible. 

Early in the following year,® Congi'ess resolved that any 
attempt to pay the principal of past debts would obstruct the 
service of the government; and that all efforts should be con- 
fined to providing for the pajTnent of interest. Three months 
later,*^ however, after protracted consideration of the finan- 

» July 10. 
« Elliot, 10. 

•State Papery FInanw, I. 27. Elliot. 53. Compare the statenieuts of debt jeiven in 
Journals of Congress for April rso, ITS'), and April 27, ITS 4. 
^8i>ark8. Diplomatic Curresi)ondenc>*, XII. 311. 
» See Ross, 525--J8; Holies, 317-319. 

• Mny 33. 

^ December 10. 
"January 3»). 

• April 18. 
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- cial situation, an act was passed which would have gone far 
toward inaldng adequate provision for the debt, if the States 
had only bcK?n willing to invest Congress with the necessai'j 
authority. According to this plan, the national government 
was to have the power to levy import duties for a period of 
twenty-five years; while the States were to levy special taxes 

. amounting to $1,500,000 annually. The revenue from these 
sources, together with the proceeds of the sales of the public 
lands ceded by the States, was to be applied to the payment 
of the interest and principal of the debt. Through the oppo- 
sition of Rhode Island this measure failed, and it remained 
imj>ossible for the Congress of the Confederation to make any 
provision for the payment of the debt. After March 1, 1782,^ 
it became impossible to pay even the interest on the loan office 
certificates. For these arrearages of interest, indents, or cer- 
tificates of indebtedness, were issued by the loan officers.* 
These arrearages continued to accumulate until 1789; although 
Congress, by making the indents receivable for taxes, con- 
trived to draw in a jwrtion of these obligations incurred for 
interest. 

From Hamilton's report of January, 1790,^ has been taken 
the following statement of the domestic debt, as it existed on 
March 3, 1789: 

Debt registered on March 3 $4,598,402 

Outstanding certificates of indebtedness 12,349,419 

Loan office certificates 11,219,523 

Debt due foreign officers 180,427 

$28,353,832 
Deduct money received from sale of lands 

and other property* 900,915 

Total principal of domestic debt $27,392,917 

Arrearages of interest to December 31, 

1790' 13,030,108 

Total domestic debt $40,423,085 

> See resolution of September 0, 1782. 
*SeeBol1e8.I. 288. 

> State Papers, Fina'nce, L S7-39 Elliot, 53, 55. 
4 See p. 170. 

* Hamilton glTes the arrears of intereitt op to 1791. Gallatin computes them up to the 
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Before leading this subject, it is neeessarr to refer to the 
transjictious of the goveriinient with the Bank of Xortli .\mer 
ica. Kohert Morris s<^ciired valuable a>ssnstance from thii 
institution, which supplied the treasury witk considerable 
sums of money during 17.S2 and 178li.^ All of these loanu 
ran for a short time only, and were soon i^epaid, so that the 
income received from this source was of a very temporary 
character. From the Beport of 17J)0- has been taken the fol- 
lowing statement of these transiictions: 





Ikirrowfd . 


Hepaytn»-i]tit. 


y,;i'* 


$'.»-J«.:iiH.4'2 


SSC5..»|.58 


IT"*:! 


S:Ji:».r»34.l8 


S3S8.9S1.01 


1T.'*4 




Balance n^pald. 


Total 


i?il.'-»rC.«4-J .V, 





Of lhes<* sums, the Bank of North America furnished 
?1.2U».07o.r)0, and the so called Naticmnl P.auk, .?22.S«G.0G. 



Srrff'on II. — Forntjn Lnara^, 

In the liist years of the war Ihe colonies had naturally 
sought aid from Ihose Phiropt^an jiowers that were likely to ea- 
tertain hostile feelings toward Oreat Britain. It was not until 
February <>, 177S, that a formal treaty of alliance was con- 
cluded with th(^ Fr(*nch government: but, in both of the pre- 
ceding years, aid was secretly furnished by France. In 1776 
the llrst subsidy was granted to the United States,^ and the 
following year the first loan was obtained from the Frendi 
'"fanners general."* It was on the strength of the foreign 

endoflTHl), and places tbein At $!l.-l'.>3,S'iS. His statement of tbe piinclpal of the d«bl 
(liflTers slif?htl3' from that of Hiirnilton. We have followed Hamilton, since he 
liest the diflTerenl iMirts of the prinL'ipal. S<?e Gallatin's Writinf^ in. 198. 

I Set! SumoHr. U. '21-35. lS4-10i: Bolles. 1. 100-101. er8-*J75, 344. 

< Banker's Maf^azfne. 1800. 5*^:2. 383. 3S3. 

> See Bayley. S?W--304. 

« Bayley, "XM. 803. 40S. 
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loans that Conjn^ss voted- to draw bills of esrliani:-- «.«a The 

^Vnierioan commissiionei-s in Paris for the payment of interest 

on the domestic debt. I'p to Marok 1. 17S2. when inT^rrest 

payments ceased, Si.r»ri3.t»02 had been axiplieil in this way.- 

In 1778 a n(*w loan was secured in France: and. during the 

next four years, considerable sums were r»-oeived from that 

country.^ In 17S1 a small li»an was i»btain»'d fr*»m Sjriin: 

in the next year a loan was sec-nred in Tlolland: whih- in 17>3 

another was advanced by France. Thus from 1777 t.i 17^3 

forei^ loans yielded the following amounts, by y^ars:* 

1777 slSl.."in!;i 

1778 ."i44..VMi 

177!) l^l..V»i 

1780 7l'«',.oimi 

1781 i.>»;i;..>'if; 

1782 lM;."i7.4.-51 

1783 l.r,73.00o 

.S7.s:to,51 7 

Of this amount. France furnished .^«vSr»2.r)Un: Hnlhmd, 
?1.304,00(): and Spain, S174.017. A larp- jnirt of this mon»'y 
was expi^uded in France, and never passed thn»ugh the treas- 
m*j. Hamilton placed this amount at ?o,UW.<hjO;" but tliia 
estimate must include some part of the Frenrh and Sjianish 
subsidies," as well as the loans proper. The acruunts of the 
government" show thai, from 1781 to the end r>f 1783. 
?o74.521 in si>ecie was shipped to this country: while bills 
of exchanjje were drawn to the amount of .?:{.(Mi3,G77. This 
includes, however, an overdraft of .*3o0.000.* As we have 
seen, ?51.<)G3,000 of these sums broujrht into the treasury went 
to pay the interest on ihe loan oftice certifirates: and the rest 
was devoted to defrayinjr the expenses of the war. 

» Sept«»mber 9. ITrr. 

3 See State Papern, Finance, 1. 128. 

» For the history of these loan-* see Bay ley. *.»v:in, ^X^Yfi. 

• This table is takon from Bayley. !•>. 

• Elliot, 10. Cf . Journal of CoD^res!^, September ^'). IT**^. 

• See pp. 165, 166. 

T See Report of 1790. Banker's Mai;azinM. ISJO. 5<il-5:». 
•See Bayley. 81 1-3». 
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But, even aftc^ the close of tlie Revolution, the govern 
was unable lo meet its ordinarv expenses and pay the int 
on the i»ublic debt. Accoi'dinj^ly loans were repeatedly sc 
in Holland,* which country assisted Congress througl 
remaining years of the Confedenition. Much of the moni 
obtained was expended for interest on earlier foreign k 
and for the expenses of the European representatives o: 
UnitiMl Slates.^ Only a small portion of the loans seei 
hav(? bei'U exi»ended in this country. The accounts show* 
from 1784 to September 12, 1780, the bills of exchange di 
on Holland amounted to only §333,117.37.* After 17a 
interest on the foreign debt fell into arrears, Avhile in 
m«*nts due on the principal, to the amount of ^1^88, 
remained unpaid, in sjnte of Ihe pressing needs of the I 
rujJt French treasury. In 1700 the Avhole burden of foreig 
debtedness contracted by the old Congress stood as follow 

Amounts borrowed and received from 

1777-1783 $7,830,517 

Amounts borrowc»d and received from 

1784 to 1788 l,896,00i 

^Vmounts borrowed and received to Octo- 
ber, 1780 400,000 

?10,126,517 

Amount redeemed 27,810 

Total ]>rincipal of foreign debt J10,098,707 

Arrearajxes of interest up to January 1, 

1700 .\ . . . 1,040,071 

Balauco due to France for military sup- 
plies 24,332 

Total foreign indebtedness* Jll,763,110 

» Sec Bayh-y. 311-310. 
» Bay ley. HV\. 
> BiiylHy. 313. 

* S«.v r^vnktr's Mnjrnzine, IMW. r)»4-.V.H. 
■Stnt'.» PflperR, Kinnnco, I. ar>-vJ7; Elliot, .%2. 

*> S4f«> Bayley. »e5. 4<Vf(; State Papery FiDflDCO, I. 2r^^; Elliot, 51, SS. In thta 
of the princiual of the debt Bayl»>y has U-cn followed. H amllton's statement la | 
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Section TIL— The Debts of the States. 

f Mew of the Bevolutionary finances is not complete with- 
rat some mention of the debts contracted by the iDdiridual 
States in their efforts to meet the financial burdens thrown upon 
them by Congress. So far as these debts were incurred for 
this pufpose, they find a legitimate place in a discussion of 
the national finances; the more eo, since tiej were ultimatdy 
assumed by the United States. 

Refei'ence has br:ren made elsewhere to the ditBculties en- 
countei-ed by the States in establishing effective systems at 
tajcation. Forthisreason they were obliged to inenr debts in or- 
der to meet the obligations imposed upon them by the general 
government during the war. These debts were of a varied 
character, consisting of loans secured at home and abroad, 
bills <rf credit of the newi tenor that were still unredeemed, 
State paper money, State notes issued to meet the expense cA 
equipping militia and for balances of pay due to the army, 
certificates of interest on the State debts, and A'arious other 
obligations.' Their total amount was estimated by Hamil- 
ton at $25,000,000.' The funding act of 1790. which provided 
for tlie assumption of these debts by the United States, stipu- 
lated that none of these obtigationa should be assumed tliat 
should a[(pear to have been issued for any other purpose than 
Uie prosecution of the war; and limited the amount of the 
assumptions to $21,500,000.=' After the debts were finally 
adjusted on this basis, J18.271,787 was assumed by the na- 
tional government.' It is probable, therefore, that this last 

lew. Tbe ari'eara<f» of inlerege are ^ven here u »ta.vA liy Hamilton. BayW I'locei 
tbonMIl, 700,277. This difference la tw LVuslderafale tliat II wems beel to follow ^e 
older ^^•l^■1^lfn^ ObUbiIii am/B Uiat the arrears owro ntwul (l.?(«,000. Tlieso ailTerenciW 
It liiu lieBn ImposslOle to explain. See Qsllatia, Wrltlair'. HI. '^ 

■ Bee State Papers. FluaQoe. I, aS-ai: Bollei, II. M; Gollatin, m. 1S3. On this whole 
mtijMt -ee IliWrelli, IV. IBB; Schouler, I. ISl-ias; Bollee, IL S5-au. 

* tUate rap-rs. Finance. 1. 19. 

'SUtutei M Larice, t. Act or AuEuat 4. 1790, lerKon 13. 

• t)ee OiUlatla, Rkclub ot Finance^ Table XV., Wrlllags, tIL 
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figure represents most closely the amount of State del 
tracted for the purpose of carrying on the war. In t] 
settlement of the accounts, liowever, certaia balana 
to those States which, had paid to the goreminent moi 
their share of the expenses of the war, were added t 
debts; and the total amount of assumptions was thus rs 
J21,789,370. 
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CHAPTER III. 

REVENUES OK THE GOVEns.MEST (Continued). 

(C'l Tcnii. 



AHunnin S/'itf. I'"j.'i-ii, Kiimncc, I.; Bancroft, Ifisf-irfj of the 
Uniteif Sl'it^n, V. liUl-L'US; Bi.11c-m, rhi'tn-inl llifVjnj uf Ov; I'mted 
St-iVK, I. ; Cui'li!i, Il'tst"r>/ of IIik Coiislilutioi, of t/i^ Culled 
Heotcs, T. 174, ISO, 24;(; Elliiit, T/ie Fiimlii.ij S;fMein; Ely, 
T(i.f<iti<;i in Atncrh-in .Siitl:» uml Ciths, Part II. cliaptcr I; 
Gay, J-iiiien Madison, 'H\ ..-[ «.;■//. , 'di tl acq. ; Gilpin, Th^. M'ldinon 
PuiHfH. 187-4(17; Hamilton, llinttinj of the R'j'uhlic of '/'« I'l'ited 
ai'tfta, U. ; Ilait, F'.rm.iti'.n of the. l/nion, S'J-'M, lUli-112; Hil- 
dreth, llitturij i.f ihe. I'liittd Sl-rtts, III., sec index for "Rerjuisi- 
tlons;" Hill, Tarijr PoU-i/ of (he CmUd Ht-i(<», !>9 »■( sey. ; 
Jourmih iif C">iffr';s8, 177r>-17S8; Lalor, Ci/clu/iadi'i of J'oliti- 
eed Scits/ici;, Arliilt: on "Ainfrtcm Fimmce" ; Lodge, Alexander 
B'imilton, 3C-4:;; Morse, Life of Ahxander Hmnillon, I. 102- 
112; Reports of 178,'i und 1790: fiecret Journnla of Oonffreas, 
II. ; Sparks, Diplom<ilii: Corr'.iiji'mdence of the American Rev- 
olution^ XII. ; Sumner, Finiiticier and Finances of the American 
Resolution; Sumner, Alexander Hamilton; The Federalist, No. 
XXX. 

In ttie discussion of llie early issues of the bills of credit, 
It was pointed out that, although the Congress of 1775 was a 
Tevolutlonary body, it -vaa impracticable for- it to attempt to 
levy taxes. The whde history of taxation in the colonies jua- 
tlfles this condosioD . 

Up to the opening of the BerolnticMi, there had been little 
occasion for an extensive system of taxatioiL The whole ez- 
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pense of tke civil establishments of tlie colonies could hu 
have exceeded |300,000 a year,^ and a ix>rtion <rf 
expenditures was met by other means than taxes.' 
more than this, the economy of the colonies was reM 
isolated, and comparatively few social ties existed. Be; 
the enforcement of contracts and the settlement of 
by law, individuals received few tan^ble benefits from 
colonial governments; and were inclined to look upon 
colony as iin external force which entered into the life of 
local units only for the purpose of collecting money. 
still, the payment of ttixes usually called for money, of 
tlie people in tlie rural districts had but little. All these i 
cumstancos made it difficult even for the State gove 
established after 1775 to institute State taxation on a 
commensurate with the needs of the time. 

In vi(?w of these facts it is not strange that Ck>ngTess c«l 
sidered it inexpedient to attempt to tax the colonies. In 
instructions given to Franklin in October, 1778,' Coi 
explained tliat in 1775 America had never been taxed hex^ 
or for a long period of time. Also, it was stated that, bus 
the contest was upon the very question of taxation the taf 
sition of taxes, unless from the last necessity, would W 
been madness. In this position Congress would seem to to 
been justified. The habit of paying taxes is not easily * 
quired or quickly formed, as the history of our own and oti* 
countries has repeatedly testified. Indeed, it is not impM^ 
able that the attempt to impose a burden of war taxation tiji 
the colonies in 1775, might have led to the orertfarow of ft 
Congress itself. 

But the necessity of taxation by the States was early ^ 
predated by Congress, which exercised whatever inflnenoel 
possessed in this direction. The first bills of credit emitto 
were apportioned among the colonies, and Congress reM 
mended that the provincial assemblies should provide by t0 

- — - _i I ■ - I II - 

1 Sumner, Financier, I. j9. 

•Ely, Taxation, 106-115. 

*8ee Secret Jonmala of OongroM, n. 118. 
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r ition for sinking their resj^ective quotas of tlie notes.^ This, 

^f course, amounted to an indirect attempt to levy a tax. 

!.A^ain, in January,^ 1777, the State legislatures were urged 

zo make provision for drawing in the paper money already 

^issued, and to raise by taxation during the year and send to 

the Continental treasury such sums of money as th^y could 

collect. 

But, as the year wore on, and the bills of credit began to 
depreciate to an alarming extent, the necessity of taxation for 
the general government became more apparent On Novem- 
ber 15, the Articles of Confederation were passed by Congresa, 
and sent to the States for ratification. The Articles pro- 
vided^ that Congress should apportion among the States, on 
the basis of the value of the land and the improvements 
thereon, taxes that should be levied by the State govern-" 
ments. With the necessity of taxation thus recognized. Con- 
gress proceeded to make its first formal requisition on the 
States,* in advance of the acceptance of the Articles of Con- 
federation. The States were asked to furnish |5,000,000 dur- 
ing the year 1778. This sum was not accurately apportioned; 
and it was stipulated that the amounts paid under the requi- 
sition should be considered as loans, until an assessment of 
the value of the land and buildings in each of the States should 
make jwssible an exact adjustment of their respective quotas. 
Congress also urged that the State issues of paper money 
should be withdrawn; and tliat, in the future. State expenses 
should be met by taxation. Tlie wisdom of those recommen- 
dations is manifest, and they show conclusively that Congress 
had a true appreciation of the needs of the situation. But^ 
unfortunately, as tlie power to enforce these measures was 
lacking, they proved to a great degree ineffectual. 

Prom this time on the system iff requisitions was continued 
until the end of the Confederation. On the whole, the lack 



1 Jonmal of CongreBS, July 29, 1775. 

■Januarys. 

'Bee p. 119. 

* Nofember 82, 1777* 
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of political organization and vitality made it a signal failure, 
although, the States did render the general government con- 
siderable assistance. But they were inclined to depend upon 
Congress, rather than upon their own efforts, when it came to 
raising funds for the conduct of the war; and this, too, while 
they retained in their own hands the exclusive rigkt to le^y 
taxes. Further than this, time was required to develop ef- 
fective systems of taxation where none had previously existed; 
and the occupation of parts of the country by the British made 
the collection of taxes all the more difficult. As a result, the 
burden of State taxation was very unequally distributed; and 
this fact made even the small sums that were raised appear 
extremely burdensome to many of the people upon whom the 
taxes fell. In addition to all this, sparse population and 8li£^ 
development of trade made the cost of collection very higk 
All things considered, tlierefore, it does not seem surprising 
that the States failed to supply the large sums called for as 
the needs of CJongress increased. 

Wliile the States were struggling with these difiScuItiefly 
Congress was finding it impossible to secure a satisfactory i^ 
portionment of the requisitions. Complaints^ were made 
continually that the amounts assigned to individual Statei 
were unjustly apportionc^d, and various attempts were made 
to secure an accurate assessment. A resolution adopted ia 
October, 1779,^ provided that all sums paid by the' Statea 
should continue to be passed to their credit, and considered 
as loans to the government, until a. satisfactory assessment 
could be made on the basis of the value of land and the im- 
provements thereon. With each new requisition this rescdu- 
tion was re-enacted;" and no adjustment of the fourdena of 
taxation was secured until 1790, when the accounts of the 
States were finally settled by the acts of August 4 and 6, 'wUch 
provided for the funding of the national debt.* Indeed, It 

1 Cf. Journal of Congress, September 10. 1782. 

• October 0. Cf . also the resolution of Novemlier 23, 1777. 

• E. i;. Journal of Congress, Aufirust 30, 178S. 

«dee StatutM at I^rge. I. Also Hamilton's Report of 1700, State Pftpan, 
L 15 et seq. 
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would have been practically impossible to apportion taxes sat- 
isfactorily on the basis of tlie value of the land and improve- 
ments in each. State, as required by the Articles of (Confeder- 
ation. In 1783^ Congress vainly attempted to amend the 
Articles so as to admit of an apportionment of taxes on the 
basis of population, in the census of wMch three-fifths of the 
slaves should be included. It was partly in view of the ex- 
perience of the old Congress that the Federal Convention of 
1787 rejected the old method, and provided for the apportion- 
ment of representatives and direct taxes on the basis of i)op- 
Tilation.^ 

It seems likely, also, that the sums which Congress de- 
manded were sometimes excessive. This fact not infrequently 
caused the States to despair of their ability ever to raise the 
full amount of the requisitions.' At any rate, jxayments 
came iu very slowly, and Congress resorted to all kinds of 
efforts to secure a prompter compliance with, its recommenda- 
tions. Addresses were sent to the States urging the neces- 
sity of iounediate jxayment of the taxes;* requisitions were 
made in stricter terms, and interest was to be charged on all 
deficiencies;' special appeals were made to certain states ;• 
the Continental treasurer was directed to draw upon the States 
for sums remaining unpaid;^ and, finally, Congress attempted 
to throw some of its obligations ui)on the States.® All these 
efforts, however, generally failed to accomplish their pur- 
poses. In 1780, when the issues of paper money were ex- 
hausted, He States were called upon® to furnish supplies of 
com, wheat, flour, etc.; but this system of specific supplies 
proved so wasteful that it was finally abandoned.^® 

1 April 18. 

•See 3Iadi8on Fkipen, 864, 1038, 1039. 

* See Hamilton in Bfadison Papers, 283. Also Journal of Congress, April 5, 1781. 

* See regolations of Bfay 8, 1778, and September 13, 1779. 
" October 6, 1779; September 18, 1786. 

* January IS, 1781; May 19, 1780. 
*llay»,1781. 

' Kovfunber 90, December 10, 1781. In these cases Congress requested certain States to 
profvlda for equipping soldiers for the Continental army. 
•Deoember, 1779; February iB, 1780; November 4, 1780. 
f See Smniwr, Blnancier, L <diap. 11. Alto Hamilton, History of Republic, IL 94. 
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The fatal weakness of the Articles of Ckmfederatlon, wliid 
left in the hands of the States the sole power to collect taxes 
was apparent long before the Articles finally went into effecti 
March, 1781. In February^ of that year Congress sont^ 
to obtain from the States the power to levy a five per cen 
duty on imports. While this resolution was x>6nding, the a 
tempt was made to combine with this projxysal a request i 
I)ower to supervise the commercial regulations of all the State 
Rejecting this idea, however, Congress decided to ask simp 
for the right to establish effective national revenues; and It 
worthy of notice that, under the Confederation, all other i 
tempts to join commercial regulations to revenue measnr 
met with a similar fate.^ But this recommendation of Cc 
gress failed of acceptance, largely through the opposition 
Rhode Island. This State based its refusal on the claim th 
the proposed tax would bear with undue weight jxpon the coi 
mercial States, and would give to Congress powers whi 
might become dangerous.' 

By this time* Robert Morris had been called to administ 
the national finances. Basing his policy on the necessity 
taxation, he urged from the outset the adoption of a syatc 
of import duties and other taxes.^ Early in 1783, with ti 
condition of the finances becoming more and more precarioi 
Congress renewed* its efforts to secure the authority to i 
rive a revenue from customs duties. The States were aak 
to grant the government a five per cent, duty on imixHrts wl 
a few higher specific duties on certain articles of luxury. Ob 
gress conceded to the States the right to appoint the collecta 
of these revenues, which were estimated as likely to amoo 
to 1913,000 annually, and were not to continue for a long 
I)eriod than twenty-five years. At the same time the Stat 

1 Febninry 8. 

* See Hill, 09. 

>See Journal of Conio'esfl, December 12, 1782. On this whole tubject we HOI, Ik 
Stages of TarUQPoIicy, 09-103; Sumner, Financier, U. 64-48; BoUee. L SOSet Mq.; OUrti 
17a-180. 

« Febnianr, 1781. 

• See Sparks, Dip. Correspondence, XIL 211; Sumner, Finaiider, D. 70. 

•April 18. 
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were requested to furnish, the government with |1,500,000 a 
year under the old system of requisitions. But this effort met 
with no better success than the earlier one had experienced, 
although such men as Morris, Hamilton, Madison, and Ells- 
worth devoted their energies to the attempt to persuade the 
States to make the necessary grant of i)Ower.^ 

Three years later the project was renewed,^ and the States 
were asked to consent to the establishment of the general sys- 
tem of revenue recommended in 1783. Again a negative an- 
swer was received; and, after this, the attempt was abandoned. 
Not until 1789 was the national government able to assess 
and collect the taxes necessary to its support. 

The history of the requisitions made by Congress is both 
interesting and instructive. The sources of information are 
in some particulars conflicting, owing to the confusion that 
existed in the accoimts of the old government; but the most 
important facts can be ascertained with considerable accuracy. 
First among the sources come the Eejwrts of 1785 and 1790. 
These do not include all the money exi)ended in Europe,' 
but they do give an account of the financial transactions car- 
ried on in America. Next, there is the report made by Ham- 
ilton in May, 1790, on the '^loney received from or paid to 
the States."* In thisi the old accounts are cleared up as far 
as i)Ossible. But, in the final settlement made by Hamilton, 
the States are credited with certain sums that do not appear 
oil the earlier accounts; and, as a result, the statements of 
this report do not agree in some respects with the Report of 
1785 and the Report of 1790. Finally, we have various 
reports made by conmiittees appointed by Congress to consider 
flnancial questions. These frequently conflict with each other, 
aa well as with the other dociunents mentioned above; and 

1 See JoQinal of OongreflS, April S4, for address sent to the people of the United States 
See K*^'*'^ Papers, 187-467, f6r delMites in Oonsress. See Sumner, Hill, Curtis, and 
BoOaHi M above. 

" April 18, 1788. 

■■.1. Tlie Bspoct of 1790 makes no mentioa of the Dutch loan of 1787, which was used 
to paj intarait dne on pcevloas loans in Europe. 

«8ee Bfeate Bipsn, ViMBoe. L fiM8; SlUoft, 67-88. 
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present some discrepancies which it is impossible to explain. 
Yet, they have a certain value for our purpose. 

The first four requisitions were payable in paper money, 
and were as follows:^ 



Date of Rbquisitiox. 


Amount in paper 
money. 


Specie ralue. * 


NoTember 22, 1777 


S 5.000.000 
15, 000, 000 » 
45.000.000 
30.000.000 


S2. 159. 961 


January 2, 1779 


] 


May21,17r9 

October 6, 177V « 


p 2.042,500 
853.491 






Total 


dd5, 000,000 


15,054,972 



The payments on these requisitions amounted to J54,667,000 
in currency, of which the specie value was f 1,856,000, accord- 
ing to the scale of depreciation recognized by Congress at 
the time of payment.*^ 

Tlie last of these requisitions was made on October 0, 1779. 
By the resolutions of February 27 and March 18, 1780, this 
requisition was amended; and was made to serve as a means 
of withdrawing the bills of credit from circulation. In the 
final resolution of March 18, the States were asked to pay in 
J15,000,000 of the bills monthly until April, 1781; and all 
paper paid in after March 1, 1780, was to be destroyed. Of 
the 1180,000,000 of currency thus required, fll9,400,000 wa« 
I)aid in.® For this the States w^ere credited with payments 
of 12,989,000 in specie, this amount representing one-fortieth 
of the face value of the bills of credit.^ 

1 On all requisitions see Journals of Conforess of the dates given; also Hildrech, IIL 
article on "Requisitions'^ in the index. 

* The specie value is taken from a report by Morris, quoted by Sumner, Financier, L 
279; also in Sparks, Diplomatic Correspondence, XI. 447. 

> Congress also called for 96,000,000 a year for eighteen years, but no notice seems to 
have been taken of this amount. 

* This requisition was amended by resolution of March 18, 1780. which is next discussed. 

• See State Papers, Finance, I. 55, 5$M{2. Also Elliot, 70, 77-83. Of course, this 
of depreciation resulted in an over-valuation. 

• See State Papers, Finance, I. 58, 50; Elliot, 7S-76. 
V See State Papers, Finance, I. 54, 58, 59; Elliot. 09, 73-76. 
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The next requisitions were for specific supplies,' the value 
of which can not be determined except in the case of the 
requisition of November, 1780. Here the States were re- 
quested to send goods of the value of f4,350,000. In Hamil- 
ton's report the States are credited with supplies to the 
amount of |881,000;' but it is uncertain whether we should 
be justified in taking this sum for the payments made under 
the specific requisitions. It would seem probable that, in a 
statement of the amounts paid to the government by the 
States, there must be some credits given for the iKiyments of 
i^ciflc supplies. It is certain that nothing else in Hamilton's 
tables can represent such suppliea; and, therefore, it is pos- 
sible that the amount above mentioned represents the pay- 
ments on the specific requisitions. Further than this, it is 
impossible to ascertain to what extent the States complied 
with these demands of Congress. It is certain, however, that 
the system proved wasteful and expensive; and that it failed 
to furnish the army with supplies at the time and place where 
they were needed.' 

Ar soon as the specie basis was restored Congress made its 
requisition payable in specie, or, as an equivalent, the bills of 
credit of the new emission. These early specie requisitions 
were as follows: 



»„.. 






.^.... 




SH. ceo. 000 


















$10.64i,9S8 



little, if anything, seems to have been received in payment 
of tiiese requlBitious.* In Morris's accounts, which begin in 
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Ffibniarv, 17S1, there is no record of any receipts from taxM 
until Juno, 17S2; and the amounts then paid are credited lo 
r(»rniiHiti<)ns made after October 1, 187L We have seen tiut 
in tlic resolution of March 18, 1780, Congress provided that ft* 
four-tenths of the bills of the new emission that were to be it 
the disposal of the United States, should be credited to fte 
Stales on their quotas of the requisitions. The share of the nef 
bills wliich fell to the United States amounted to 31.592,222f 
and must, th(Tefore, be credited to these first specie reqnifr 
lions. 

The history of the requisitions made after this date can be de* 
terniincHl with considerable accuracy.^ October 30, 1781, 
(;on«,n'(»ss <'all(Ml for jiS.OOO.OOO. In September* of the fdlow- 
in;: y<»ar ?1,200,000 was called for, but this sum was aft» 
wards made ])ayable in indents, or the certificates issaed }sf 
tlie loan onicers for interest on the domestic debt. Under thii 
requisition, however, no payments seem to have been madt 
On Oelober 10, 1782, f 2,000,000 in specie was called tot 
llamiiton states that $l,:i2!),000 was paid on this reqnisitkm 
and on that of ()cto])er, 1781,* up to the first of the year 1784 
Morris's a<M'ounts, however, show that the receipts from taiei 
in I7si> and 17s;5 amounted to ?l,4t;G,0G0.'* A report <rf •, 
connnlltee of Conjrress'* iilaoes the i>a\Tnent for the Bane 
period at ?l,lS(»,r)ll. Tliere is no apparent explanation for 
thes(» eonliictin'^ statenuMits; and, undoubtedly, the origisil 
accounts of !M orris should be j^iven the greater w^eight. 

Tn April, 17S4," Con^^ress, recognizing tliat these demandl 
had biM'U (»xc(»ssive, called for a payment of only (2,003,000 ii 
specie and $t)(»7,000 in indi»nts; providing, at the same tini^ 
that these sums should be credited on the existing requisitloofc 



> S«H» StHle I'apfra. Finance, T. 58; Elliot, 73. 

3 Wf hnvL* naiiiilton'M talilcM of the fiayments on the requisitions from October, iTHLil:] 
17Hf<, ami thf* ItofxirtH uf ITHS and ITW. 

* Sepii'ml»er 10. 

* Stv State i^iiem. Finance, I. fiG. 

* See Report of 1790, in Banker's Mafrazine, 583. 683. 
■ Sec Joumalii, April 5, 1784. 
V April S7, «. 
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TTbe following year* the balance due on the same requisitionB 
waa reqnired, of which, sum $1,000,000 was made payable in 
specie, and |2,000,000 in indaitB. In 1786* a new requisition 
WOB made for f2,170,430 in specie and f l,60C,e32 in indents. 
TSie next year,* Jl,700,407 payable in indents was aslced for; 
and, in 1788,* a final requisition was ordered, which called 
for fl,686,541 in indents. According to Hamilton's report 
tiiese requisitions made after 1781, stand as follows:" 





Specie. 


Indents. 


™.,. 


.AmooDt levied trom ITHl to i:S9 


J«.SS0.000 
1.339, 000 

B.aoo.ooo 


»?.TJ«.000 


J15.aM,000 








s.sri.ooo 


4.!I7I.«» 


BkUdM nnpBid in ITSS 


18.5=9, IM 
H. 101 .TO 


S3.sri.isi 

Sfi.MI,!H9 


S3.«W.W8 



This statement made by Hamilton does not appear to agree 
at all closely with the Report of 1790. TMb last document 
states the receipts from taxes from February 20, 1781, to 
S^tember 12, 1789, as follows: 

Febniwy so, 1781. to December 31, 1781 



tTS^ apecle... . 
Indenla ■ . 
■uppllea . . . 



BT0.S57 4t 

aoi.sMai 
i,oii.;w s, 



TouapvnwDtilDipeele 


.... t3.3S3.(161 


Jl.0153.0' 




a Pftjineiits to ftmn of mpplies 


■"■™ 








f IBept.17. 

•Aiifn«t!j.i;S8. 

» October 11. irsr. 1 

• S(«leP.,»™, Finance. I. 5fS,BT; Elliot. 71. TS. ^J 
•Sne Buiker'i UaeuiDe, IffiO. e«l-A9I. ^^M 
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But it is possible to account for tliese discrepancies. The 
greatest difference between the two statements is in the mat- 
t(?r of the i)ayments of indents. Now the fe^tates seem to have 
continued to turn indents into the national treasury after Sep- 
tenib(?r, 17S9. In Hamilton's Ileport on the Tublic Credit, in 
January, 1700/ the amount of indents paid in up to Decem- 
ber 31, 1780, is placed at $2,244,2.31. By ,May, when the report 
was presented concerning the money paid by the States, this 
sum had been increased to $2,371,154. This seems to explain the 
accounts of the payment of indents. In the case of the specie 
payments there is onl^- a difference of $117,000 between Ham- 
ilton's statement and the accounts of the old government 
This may be explained on similar grounds.. Indeed, from 
what we know of the delays and backwardness of the State 
officials, and even of the national receivers, in furnishing state- 
ments of their accounts, such an explanation seems more than 
plausible.- It is probable, however, that these credits given 
to the States by Hamilton arose from the settlement of old 
accounts; and do not represent actual payments in specie 
after September, 1780. 

We are able then to constnict the following table, which 
shows the total receipts fi-om taxes after February, 1781. 



1781 to December 31, 1783 

January, 17H4. to Septi'mlier 12, 1789 

CrtMlitsS ^iven the StateH after Sep- 
tember li», 17HU 

Totals 



Specie. 


Indents. 


Supplies. 


Totals. 


Sl,4r,0.0C6» 
l,917,5a'i» 

117.803 






$1,468,011 
8,485.901 

947,» 


$1,541,031 s 
829.583 


g87,T80i 


$3,501,4014 


^,371.154 


$«".780 


W^^ ^^Wf^^w 











1 state Paponi, Finance, I. 28; Elliot, 55. 

'For an illustration see the Journal of Conf^ress for September 80, 1788. Tbenllll 
stated that the rfHMMpts of indentM up to April 1, 1788, were $1,881,000. Bnt of this aim < 
$1, 100,000 had been received into the treasury, the balance stiU remaiaing in the I 
the loan oflAce receivers. 

> See p. 101, accounts of old government. 

«Add to this $87,780 for luppUefl, and the amount equals Hamilton^ ■tafeamMl ff 
18,829.194. 
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The entire list of requisitions will, therefore, stand as fol- 
lows: 



Bequisitioks. 



First requisitioDS. See p. 158. 

Specific supplies. See p. 159.. 

Hequisitions of March 1& 1780. 

Early specie requisitions. See 
p. 159 



Amount in Amount in 



currency. 



$95,000,000 



Specie requisitions after Octo- 
sr. 1781. Seep, leo 



Bequisitions payable in indents 
fceep. 100 



180,000.000 



specie. 



Payments 

in 
currency. 



$5,054,972 



10,64\2,9aS 
6.630,926 
8,733,063 



831,061,960 



$54,067,000 



119,400,000 



Payments 

in 

specie. 



Balances 
unpaid. 



$1,856,000; $3,198,000 

881,000 

2,989,000 



1,592,222 



3,529,194 



2,371,154 



9,050,000 



3,101,000 



6,361,000 



$13,218,670 



The figures already presented show so plainly the weakness 
of the system of requisitions that no further comment is neces- 
sary. In a following chapter it will be necessary to recur to 
this sulbject, and to show what position taxes occupied in the 
national finances of this period. To that end it will be con- 
venient, at this point, to determine the amount which the gov- 
ernment received from taxes up to the end of 1783, and the 
sums received after that date. For this purpose the following 
tables have been prepared: 



From the first requisitions, specie value 

From specific requisitions 

From specie requisitions before October, 1781 

F^om specie requisitions October, 1781. to January, 1784 
Total I receipts to January 1, 1784 



$1,856,000 

881,000 

1,592,000 

1,466,000 



$5,795,000 



1 since the requisition of March 18, 1780, brought the Kovemment no revenue, it has been 
exiduded from this table. 
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From requisitions from January, 1784, to 
Reptember, 1789 

After September 12, 1780 

Total 



Specie. 



$1,945.8251 
117,803 



$2, 063,1:36 



Indents. 



$1,541,631 
899,528 



$^,971. 154 



Total 



S3. 486. 966 
947.3» 



S4.4SI,2e 



The experience of the Confederation with the system ol 
requisitions sufficed to convince the Federal Convention 
that the new government should possess the right to raise 
directly the revenues necessary to its support. With but 
little opposition Congress was given the power " to lay 
and collect taxes, duties, imposts, and excises to pay the 
debts and provide for the common defense and generd 
welfare of the United States." * 



1 The sum of $*^,730 received in supplies is included in this columu of specie 
Seep. 162. 

'Gilpin, Madison Papers, 1343; Elliot, Journal of Federal Convention, 245. See alaoBa 
croft. History of the United SUtes, VI. 301 ; Curtis, History of the Constitution of tto 
United States, II. S89-S90. 318 et seq. The necessity of this action is forcibly ahowa k 
Hamilton's discussion of the subject in The Federalist, XXX. 



BULLOCK — FINANCES OF THE UNITED STATES, 1775-89. 165 



CHAPTER IV. 
REVENUES OF THE GOVERNMENT (Concluded). 
(D) Miscellaneous Revenues, {E) Total Revenues. 

BIBLIOGRAPHY. 

Adams, H. B., Maryland's Influence upon Land Cessions to the 
United States; Bayley, History of the National Loans; Bolles, 
Financial History of the United States^ I. ; Donaldson, The Public 
Domain; Doniol, Histoire de la Participatio?i de la France d 
i* ^lablissement des J^tats Unis; Elliot, Funding System; Barrett, 
Evolution of the Ordinance of 1787 ] Bastable, Public Finance; 
Ely, Taxation in American States and Cities; Fiske, Critical 
Period of Amencan History; Gallatin, Writi7igs, III. ; Hale, Frank- 
iinin France; Jefferson, Works, 11, \ Journals of Congress, 1775- 
1788; McMaster, History of the People of the United States; 
Pitkin, History of the United States; Reports of 1785 and 1790; 
Koscher, Finanzwissenschaft; Ross, Sinking Funds; Sato, Land 
Question in the United States; State Papers, Finance, I. ; Sumner, 
Financier and Finances of American Revolution. 

(P) Miscellaneous Revenues. 

Besides the revenues already described. Congress derived 
no inconsiderable income from other sources of a miscel- 
laneous character. The amounts so received after 1781 can 
be ascertained from the Reports of 1785 and 1790. Before 
this date it is impossible to estimate with accuracy the re- 
ceipts from such sources. 

Before the formal treaty of alliance was concluded with 
Prance, and before foreign loans were secured, the United 
States received secret subsidies from the French govern- 
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ment, which was not as yet ready to show open hostility to 
Great Britain. Under the guise of commercial transactions, 
military supplies were shipped to the United States through 
Beaumarchais, a secret agent chosen for this purpose. In 
this manner 2,000,000 livres was advanced by Prance and 
1,000,000 by Spain,* as gifts from those countries. Also 
Beaumarchais, on his own account, furnished other sup- 
plies for which he was to receive payment by shipments of 
American produce. According to the account of Beau- 
marchais,' the total value of the supplies furnished was 
6,274,000 livres of which amount the sums given by the 
French and Spanish governments must constitute a2>art. The 
munitions of war obtained in ths way were of the greatest as- 
sistance to the American cause. Later on France made 
additional grants of 8,000,000 livres through the agency of 
Franklin.' These gifts, together with the loans that were 
secured in that country, make the total sums of money fur- 
nished by France amount to §3,167,000. The entire account 
of these foreign subsidies stands as follows:* 

Gifts from France 81,815,000 

Gifts from Spain 181,500 

Total gifts 81,996,500 

Supplies through Beaumarchais for 
which payment was made 592,000 

82,588,500 

In 1776' Congress voted to establish a lottery. This wii 
an expedient which was common enough in the colonies,* 
and which was still employed by European countriaa' 
From this scheme something was realized; but, although 

1 See Bayley, 808, 804. 

* See Bayley, 808. 

* See Baylej, 804. 

* See Baylej, 808-804. On this entire lubject see also BoUes, 1. 821-^7; Sainaer, L ^ta|b 
Vm: Pitkin, I. chapt. X, also U. 514-518; Bayley. 29»-804; Donlol; Hale. 

* November 1, 18, 19. 

* See Ely. TazaUon, 41. 118. 
' Bee BastaUe^ Public Finance, 815, 216; Rowher, flnanxwiMeniCliaft, no. SO 
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we have no means of determining the exact receipts, wa 
may be sure that they could not have been considerable.' 

On account of the character of the government under 
the Confederation, no considerable revenues were secured 
from such sources as fees, fines, forfeitures, etc. In the 
Journal of Congress for May 10, 1760. there is a resolution 
concerning certain fees. The ordinance of October 18, 
1762, regulating the post office establishment, provided for 
certain fines and forfeitures. But such provisions could 
have had no financial significance. During the war large 
amounts'of property belonging to the loyalists were con« 
fiscated; but this was done under the laws of the individ- 
ual States, and need not be discussed in a sketch of the 
national finances. 

In the case of the Continental post office there existed 
revenues that may properly be termed fees, and some at- 
tention should be given to the financial aspects of this 
branch of the public service. Previous to 1774 the colonial 
post office had, under the administration of Franklin, be- 
come a source of revenue to the Crown,-' The Continental 
Congress in 1775' established a general post, and ap- 
pointed Franklin postmaster general. The financial policy 
of Congress in regard to the post office was not clearly 
shown at this tima. Franklin was to have charge of the 
revenues and disbursements of the department, and was 
instructed to turn any profits or gains from the post over 
to the Continental treasurers. 

Article IX. of the Articles of Confederation gave to Con- 
gress the exclusive power of "establishing and regulating 
post offices from one State to another, throughout all 
the United States, and exacting such postage on the papers 
passing Ihrovgh the same as may be requisite to defray the ex- 



> See Sumner. 1. 101-102; Bolles, t. 

• Od tbe«a>i}ecIoF [be poaCofflcc 
ImteB, LSB-U: Duuie'iedriion oF t 

Bt^ointioaaij period: article "Post, 

• Jutr ». 



e MiMttsler, HIatorj ot the People of Ihe TTaited 
La<ve of tbi^ United glaie3.].B4a, especially tor tb* 
D die American Cjtlopn-aia, XUl. 
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penses of the said office/' This, it would seem/ was intended 
to prevent Congress from deriving a revenue from tlus 
source independently of the requisitions on the States. 

The disturbed condition of the country during the wir 
must have rendered the work of the department extremely 
difficult. Up to 1783 the post seems to have been operated 
at a loss, in spite of various attempts of Congress to regu- 
late postal charges and the expenses of the establishment 
In 1782 ' an act was passed remodeling the department, 
and showing clearly what the policy of the government 
was to be. Any profits accruing from the post office in 
the future were to be turned over to the treasurer of the 
United States, "until the sums of money heretofore ad- 
vanced, or which shall be hereafter advanced by the United 

States, for the support of the general post office, 

shall be repaid. " After these existing deficiences should 
be made good, all future surpluses were to be "appropri- 
ated and applied to the establishment of new post officei 
and the support of packets, to render the post office de- 
partment as extensively useful as may be. " Any defici- 
encies were to be made good by the United States. 

In 1783 the accounts of the government show a surplni 
of ¥1,653, paid over by the post office to the ^neral trai- 
sury." After that date a surplus appears each year, wift 
the single exception of 1785. The total amount thus re- 
ceived up to September, 1789, was $18,000. It would seen, 
therefore, that the deficiencies previous to 1782 must have 
equalled, or even exceeded, that sum. Evidently, Gob- 
gress did not consider it a violation of the Articles of Ooe- 
federation to derive a profit from the post office, proviM 
that any such surpluses should be used for rendering Ai 
department "as extensively useful as may be.'* Thfll 
while the Articles renounced the attempt to derive a nf^ 



I This it the rtow taken by Bancroft. See miUMy of tiM United States V. 

< October 18. 

•BeportoflTM. Banken' lUgaiine, 1800, 881-W1. 
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enue from this source, Congress designed to extend the 
usefulness of the postal establishment. 

From the accounts of the government after February, 
I78I3 we can derive exact information as to the sums re- 
ceived from various other sources of the most miscellaneous 
kind. ' Prizes taken at sea, booty from the surrender of the 
British at Yorktown, sales of public property, especially 
at the close of the military operations, commercial trans- 
actions undertaken by the government, interest on bills of 
exchange, balances of accounts due from individuals, and 
some other minor items brought in no inconsiderable 
amounts of money. The total receipts of this character 
were as follows : 

From Feb. 20, 1781, to Jan. 1, 1784 «856,302 

From Jan. 1, 1784, to Sept. 12, 1789 338,568 



$1,194,870 



A final source of revenue must be mentioned. When the 
States ceded to Congress their claims to the northwestern 
territory, the general government came into possession of 
a magnificent public domain of more than a quarter of a 
million of square miles. ^ The financial significance of this 
domain was perceived at an early period. It is mentioned 
as a "fund to raise money on, *' and Congress promised the 
soldiers land bounties.^ Gradually the idea developed that 
the public debt might be paid out of the receipts from 
sales of the lands, and Congress determined to devote the do- 
main to this purpose.* Financial considerations, prompted 
by the urgent needs of the treasury, seem to have shaped 
the policy of Congress in throwing the domain open for 
settlement. Jefferson indulged in the most reckless and 

1 See Report oC 1790; also Sumner II. 196-128. 

* On this rabject of land censions, see Donaldson, The Public Domain: Adams, Marj- 
Und*s Influence upon Land Cessions; Sato, The Land Question in the United States; Barrett, 
Krolutioo of the Ordinance of 1787. 

* Barrett, Ordinance of l-i87, 5. 

« Donaldaon, Public Domain, 106-7; Barrett, Ordinance of 1787, i-K. 
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unfoundod estimates of the revenue to be derived fro: 
til is source.' The general expectation of effecting in Ti: 
iiiannor a large reduction of the debt was not realize 
Moreover, since the obligations of the govemineni ire: 
recoived In payment for the lands, the treasury seems 
have received no specie income from these sales. In IJ 
Jcinrnal of Congress for September 30, 17^6, there is \ 
account of the sale of lands to the amount of $117.1C4. 
JIainiltou'H Report on the Public Credit, in January. 17v* 
tlio Hum of ii({)00,915, received from sales of lands andoth 
jiropiM'ty uj) to Marcli 3, 1789, is deducted from the priw 
))al of the (loinc^stic debt. But we have no means of detc 
mining liow much of this amount represents the sales 
land.s. (ialhitin* later on gives the receipts from the pn 
\\r. lands up to January, 1790, as ?1, 100,000. This won 
rnaki* it st'oin that the amount stated by Hamilton must) 
In gn*at<!r part, made up of the payments for the lands. 
Two otlmr features of the i)olicy pursued by Congress 
n*gar(l to the domain deserve consideration. The ore 
nanct' of May tin, 1765, made provision for " the mode 
disposing of lands in the western territory." By this a 
on(< so(*tion of tlio land of each township formed In tl 
territory was reserved "for the maintenan%3 of publ 
schools within the said township." Besides this magni 
cent endowment for educational purposes, Congress aL 
provid(3d for the retention of a portion of the domain 
the liands of the general government. In this particnl 
future C'ringresses might have learned much from the d 
spised Congress of the Confederation. The ordinam 
of 17Hr) reserved a certain amount of land in each townah 
" for future sale, " also " one-third part of all gold, silve 
lead and copper mined, to be sold, or otherwise dispofii 
of as Congress shall hereafter direct. " It is a matter li 

I WorkH. II. 383. "^ 

« S«<* Uoiw. SinkinK FiiucU. ^-'38 : BoUes, I. 356, 357. 
" Statu raiHfn, Finance, I. -J?: Elliot, 58. 
* Wrltlngt, HI. UA. 
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regret that an equally cautious policy was not followed in 
the subsequent disposition of the public domain. 

From all these sources, it would seem, the national treas- 
ury must have derived, between 1775 and the first of 1784, 
at least the following income:* 

Gifts from France and Spain §^1.996,500 

Prizes, booty, sales, commercial transac- 
tions, etc 856.302 

§2,852,802 

Between 1784 and 1789, receipts of a miscellaneous char- 
acter amounted to §338,568, while the sums derived from 
the public lands enabled the government to cancel at least 
^960,915 of the public debt. Thus for the whole period the 
entire miscellaneous revenues were as follows : 

From 1775 to Jan., 1784 §2,852,802 

From 1784 to Sept:, 1789 338,568 

Public debt cancelled through receipts 
from lands 960,915 



Total $4,152,285 



2 



(E) Total Bevenues, 

On the basis of the results already obtained, the total 
income of the government for these fourteen years may be 
estimated approximately as follows: 

(A) Revenues from 1775 to end o/1783. 

Beeeipti from paper money, see p. 133 $37,800,000 

Beoelpto from domestic loans, see p. 143 11,5S5,50'} 

BeoelptB from foreign loans, see p. 147 7,8S0,517 

BAOdpis from taxes, see p. 163 6,705.000 

MiMelUuieoiu receipts, see p. 171 . 2.852.803 

TMalincome S«5,wW,8i5 

OhUgatloDB oatstaading, see p. 141 16.708.000 

1 from tbis there haTe been omitted the supplies received from Beaumarcbais, for which 
IMijiiMBt waa made. These amounted to $59-3. 000. See p. 166. 
* Tlda amouiit Indodet the sum of $18,000 received from the post-office after 1783. 
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If we add to this table the State debts of «18,271,0C 
are able to account for the entire cost of the war as 
mated on page 180. 

(B) Revenues from 1784 to Hamilton*8 aettlement of accounts. 

ReceipU from taxes in specie, lee p. 164 f£ 

Receipts from foreiirn loans, see p. 148 t 

Miscellaneous receipts, see p. 160 

Total receipts in specie H 

*i Receipts from taxes in indents, p. 164 i, 

^) Public debt cancelled through receipts from lands, p. 170 

Total receipts |8, 

t 



'i 
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CHAPTER V. 



EXPENDITURES OF THE GOVERNMENT. 



BIBLIOORAPHT. 

American State Papers, Finance, I. and V. ; Bolles, Fbiancial 
History of the United States, I. and II. ; Circourt, Histoire de V 
Action Commune de la France et de VAmerique; Diplomatic Cor- 
respondence of the American Revolution, VI. ; Elliot, The Fund- 
ing System; Gallatin, Writings^ III. ; Hildreth^ History of the 
United States, III. ; Jefferson, Works, IX. ; Journals of Congress; 
Report of 1790; Sumner, Financier ana the Finances of the 
American RevoltUion, 



It is extremely difficult to present any satisfactory state- 
ment of the expenditures of the United States during the 
]>eriod which we are discussing. We have none of the ac- 
counts of the government previous to 1781; and, after that 
date, the money expended in Europe is not included in the 
statement of treasury transactions. Moreover, the data 
which we are obliged to use are in some particulars con- 
flicting; while the difficulty of ascertaining the specie 
value of the Continental paper money still further compli- 
cates our task. 

From the point of view of expenditure, these fourteen 
years divide naturally into two periods. From 1775 to the 
end of 1783 the expenses of the government were on a war 
basis. After that time the war expenditures ceased, but 
Congress was obliged to carry the burden of a large do- 
mestic and foreign debt. 
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Section I.—Ex2^endlttfrc8 from 1775 to €7\d of 17S3. 
Estimates of the cost of the Revolutionary War rai 
widely, both in methods and results. In 1786 Jeffersc 
made the following computation:* 

Specie value of the Continental cur- 
rency 836,000jW 

Specie value of the State currency, . . . 36,000 O0'"i 

Federal debt 43,'oOO.'oriO 

State debts 25.000.iW 



Total 8140.000,000 

Mr. Hildreth lias estimated the cost very differently:* 

Bills of credit §^70,000.000 

Raised by States through taxes and re- 
pudiated State paper 30,000,000 

Federal debt 44,(k3o.\xh;i 

State debts 26,000,001^ 

Total §170,000.000 

More valuable than either of these estimates is the fo 
lowing statement^ prepared by Hamilton at the requests 
Congress in 1790: 

(A) Tranaactiona at the Treasury, 



Bills 
of credit. 



1775 aud 1770. 

Jill 

1778 

1779 

17J?u« 

17J«1 

1782 



17ft:i 



8-^0.064,666 
26,426,333 
66.90S.SG9 

149.708.836 
82.006.820 
11,408.095 



Total* S357,476.5« 



Kew 

emisaloiis. 



Tout tm 
TalML 



9891 ,8S6 
1.179.S4t 



92,0n).485 



t90,06^« 
tl,NLUI 

s,o(n.fli 

1.M14I 
8.68t;« 



1 Works. IX. 259. 200. 

s Histor>' of United States. HI. 445-44'^. 

3 See Elliot. 10. 11; ahio Sumner. U. 132, 138. 

* In thid year the finances were restored to a specie basis. 

A We liave omitted Hamiltou*8 figures for lTd4, which tUI outside of thU 
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(B) 7b(a; Escpenditures. ^^^H 


1 Expwidedln Eumps 

1 SiawdBbts . . ..,..,. 




In this statement Hamiltoti has undoubtedly followed ^^^H 
the best method of computation. Jefferson left out of his ^^^| 
estimate the receipts from taxes, while he overvalued the ^^^| 
State issues of paper aud the State debts. Hildreth over- ^^^| 
estimated the bills of credit. Hamilton's flgures of the ^^^| 
transactions at the treasury are too large, for he followed ^^^| 
the official scale of depreciation adopted bj Congress, ^^^| 
which did not show the full amount of the depreciation.' ^^^| 
If this one item could be corrected, however, his estimate ^^^| 
would be very close to the truth. ^^^| 

The accounts of the expenditures at the treasury from ^^^| 
1761 to 1784 are given in the Rejwrt of 1790.- For these ^^^| 
years also there are the estimates of the necessary expen- ^^^| 
ses of government which were presented to Congress; ^^^| 
also the appropriations made for 17b2 and 1783.' The ad- ^^^| 
joining table presents these statements. In it are included ^^^| 
Hamilton's figures' for the same years, since the Report of ^^^| 
1790 includes only a poi-tion of the year 1781. It is inter- ^^^| 
esting to notice how far the appropriations of Congress ex- ^^^| 
ceeded the actual expenditures which the government was ^^^| 
able to make. ^^^| 


1 'piiaHHES'i 


Espeiidl. 


ilaieuieac ^^^^M 


17S1 

IT» 

IfflB 


IS.OOO.OKi 

jfl.ooo.oiw 






i 


$« Jfflirnikl!. of ContTTMaror April n 17^1; Oct- 3\ irsi: t>c:. Ifl. Oe. ^^^H 
gee Elliot, FuDdlDg STtleni. 10. ^^^^H 
EiclUBlVf r>( arrearages and Intereil on debt. ^^^^^^M 
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The Report of 1790 does not include much of the money 
expended in Europe for foreign representatives and intentt 
on the foreign debt. The items of expenditure given in tta 
Report between February 20, 1781, and December SI, lT8i 
are as follows :■ 



ExpeoditUTM. 



For tbe Pretiideut't household.. 

ExfienM.'A uf C.>DgIV8tl 

Trt-ahury dtri>artriient 

VoTkrlKU offloe aoil officers — 

War dHpartuicnt 

ToUl civil list 



Army. 



Marine 

Pfusion**, anriuititfs and grants... 

Indiau afTiiirs 

( -outluKHDoleH and miscellaneous. . 

Pay iiientH of old accounts 

K^IM.viitfntH of loHns, etc 

KeiMiymeut nf anticipations of 17(^2 
Total exiH-nditures 



Feb. 90 to 
Decai, 1781. 



irss. 



n^. 



14.197 

4,181 

3,091 

938 

3.95S 



fi5,aoi 

%*84,3S2 

87.606 

8,960 

131 

41.089 

115, 196 



11.470 
14.090 
40.887 
45,614 
13.988 



|i.S 

lifl 

ia.1 



«l-24.54] 



ur.s 



9747.590 



lialanct* 

Payiiteutrt io fXs.t^'B of receipts 



9306.634 



t^, 158, 864 

183.936 

4,469 

568 

14.180 

188,965 

1.013,775 



93.688.745 



&1 

11 

Sl,ll 
981,1 

ami 



n,m^M 



880.880 



Following the method employed by Hamilton, and usiaj 
the best materials obtainable, the following estimate hi 
been made of the cost of the Revolution. In this til 
main effort has been to avoid the error made by Hamil 
ton in overestimating the si>ecie value of the expenditures i 
currency at the treasury. For this purpose separafe 
tables are devoted to the years when the treasury transac 
tions were carried on mainly in currency, and to tfaoi 
which followed the resumption of a specie basis eaily ii 
1780. 



1 W« have excluded the column of cents from all except the totale. 
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In the following table are given Hamilton's estimate of 
tJie specie value of the total treasury transactions from 
1775 to 1779, and his statement of the advances in bills 
of credit up to the year 1781.^ Beside these figures are 
placed the amounts of paper money which, as ascertained 
by the result of these investigations, were received by the 
government from issues of bills of credit,^ from domestic 
loans, "* and from taxes.* It will be seen that the total re- 
ceipts from these sources correspond very closely with 
Hamilton's statement of the amount of expenditures in 
currency. "We may be certain that, from 1775 to the end 
of 1779,. these advances of paper money represent substan- 
tially all of the transactions at the treasury, because the 
receipts of specie during that period were extremely 
small. ^ 



KkMJLTOJS^B ESTIIf ATI. 



ToUl.. 



Total transac- 
tions in specie 
▼alue. 



Expenditures , 

inbUls of I 

crediL 



1775 & 1776 


930.064,666 


177T 


1^4.986,646 


1778 


834.299,438 


1779 


110.794,690 


1780 








1781 









$90,064,666 



126.426,383 



$86,963,960 



$149,708. 8fi6 



$89,9n6,3:i» 



I 
$11,408,095 I 



$80,135,870 



$357,476,541 



Author's Estimate of thc Rkceipts in Bills 

OF Credit. 


Emissions of 
bills of credit. 


Taxe^. 


Domestic 
loans. 


$«,00i).O0O* 










$18,000,000 


First requisi- 
tion Nov. 'J2. 


To S^pt.. 1777, 
$J,.»7.000 


$63,500,000 


Receipts only 

$.S.0UU.000to 

Sept. 1779 . i>e»* 

Jour., Sept. 13. 


Sept. 1777 to 

March. 1778, 

$3,45'J,U0O 


$140,000,000 






$51,667,000 


After March, 
1778. 
$59,830,000 




r24I. 500,100 


$54,667,000 


$67,076,000 



Total, $363. S4!;, 000 



i8MEaiot.lO,ll. 
< 866 p. 180. 

S866P.1IS. 

4 866 p. 156. 

• 866 Fu lt7: atoo Elliot. 10. 

^Tii6 $5/100^000 aatborlMd in I>6C6mb6r, 1776, was axpended io 1777. 
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Now, since this account of the receipts of the govern- 
ment from the issues of paper, from taxes, and from loans 
agrees substantially with Hamilton's statement of the ex- 
penditures in currency, it will be ix)ssible to correct the 
error in Hamilton's estimate of the specie value of these 
advances at the treasury. We have already ascertained the 
value of these receipts, as follows: 

Receipts from i^aper money * '^ST.SOOjXW 

Receipts from taxes in bills of credit -. . 1,&56,(XK) 
Rticei])ts from domestic loan in bills of 
credit of the old emission ' 11,472,000 

Specie value of total receipts in 
bills of old emission,* *51, 128,000 

This estimate of the si)ecie value of the bills of credit re- 
ceived at the treasury represents nearly all of the expendi- 
tures of the ji^overnment up to the end of 1779. But it also 
includes the sum of s94,316,000' of bills of the old emis- 
sion expended in 17S0 and 1781, after the finances were re- 
stored to a specie basis. The specie value of these bills 
must be deducted from the estimate of the total expenses in 
paper money, in order that we may ascertain the exx)endi- 
tures in specie from 1775 to 1779, inclusive. The deprecia- 
tion" of the currency had gone so far by January, 1780, that 
one dollar of pai)er was worth less than three cents. By 
the beginning of 1781 the rate of depreciation was one 
liundred to one, and perhaps even more.' We shall, there- 

» See pp. 1 W. 

* In PKtiiiiatinfc tUtf f>peci*4 value of the paper money care was taken not to overattoMli 
It. WIintoviT error exists in the estimate is imdoubteOly one of underraliiaUoii. Inlkt 
cnfK' (if I hi* receipt! from taxes and from domestic loans it has been shown that the w^tdk 
Talne has t>een overestimated throufsh following the scale of depreciation fwfaWMwHl Iff 
Confrref H. It follows, therefore, that in the above table whatever error of undervahiatiBi 
exists in the first item is partially, at least, counterbalanced by errors of overvahMttiflB li 
the HecDUtl and third items. The errors in the table, then, aro not cumulatlw; and Ihs 
total eKtimate must approximate the truth very closely. 

* See table above presented, p. 177. 

* See p. nx 

"> See State Papers, Finance, V. 766-774. 
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fore, not over- value the sum spent in those years if we as- 
sign to the pai)er expended in 1780 a depreciation of fifty 
to one, and to that advanced in 1781 a rate of one hundred 
to one. The result of such an estimate is as follows: 



• 


Amount. 


Rate. 


Specie value. 


Currency expended in 1780 


882,008,003 
11.408,000 


ItoSO 
1 to 100 


3J. 058. 000 


Currency expended in 1T81 


114, OH) 






Total 


$04,316,000 


fil. 772,000 




■ 



Deducting, therefore, ?1, 772,000 from the previous esti- 
mate, we get ?49,356,000 as the specie value of the pai>er 
money expended at the treasury previous to 1780. 

During these years the only sources from which the gov- 
ernment could have derived any revenues other than those 
included in this estimate, were the foreign loans and sub- 
sidies. But the sums obtained from loans prior to 1780 
were less than a million dollars;' and much of this may 
have been expended in France without passing through 
the treasury. The amount of the gifts received from 
France and Spain was 81,996,500.- A large part of this 
was received later than 1779, while a considerable portion 
was spent in France in purchasing military supplies. 
Therefore, although it is impossible to determine what 
sums of money came into the treasury from these sources, 
we may be certain that the amount was not large ; and that 
the transactions in currency represent practically all of 
the expenditures at the treasury during these years. 

The money expended at the treasury from 1781 to 1783 
is stated by Hamilton as follows :^ 

1780 §3,000,000 

1781 1,942, 4f35 

1762 3,632,745 

1783 3,226,583 



Total §11,801,793 

_ 

•fi 

aci 



p. 147. 
IMM. 
BUotilO. 
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The amount stated for 1780 is evidently a mere estimaie. 
and gives evidence of the confusion that existed in the ac- 
counts of the treasury. The figures for 1762 and ir^S 
agree with those found in the Report of 1790.' 

The final estimate of the cost of the war is given in the 

■ 

adjoining table. 

Expenditures at the treasury in specie value: 

1775— 1770 : ^9,3oC,rNv 

I7v^(»— 17S3 ll.SOljH'U 

Total g'61,157,CHi.) 

Ex]>enditures in France- ?5,0CH.\(Xh) 

Outstanding certificates of indebted- 
ness- 16,708,(»^ 

State debts' lS,271.iXK) 

Total expenditures 8101, 136, ChX» 

In this statement the Continental bills of credit have 
been estimated at J?37,800.000. If. however, we value the 
paper money at 5?-ll,000,000,* we must increase slightly the 
estimate of the cost of the war. Thus the total expendi- 
tures may be placed at from l?101,136,000 to §5104,336,000. 

With these figures it is interesting to compare the 
amounts expended by France and England in the prosecn- 
tion of the war. In 1782 Vergennes told Lafayette that 
France had already expended 250,(XX),000 livres.* The 
comptroller of the French treasury placed the yearly cost 
of the war to France at 60.000,000 livres.' Prof. Sumner 
considers ^60,000,000 a fair estimate of the amount which 
France expended directly for the American cause.^ Sir 
John Sinclair states that the English debt increased dnr- 

1 See p. 175. 

« As sri^<>n bj Hamilton. See pp. 144, 147: Elliot. 10. 

> Hamilton given thene as S^l .OiX),000. following the amount given In the funding 
when Anally adjusted th^'se debts amounted to only $lH,d71,000. See p. 149; also 
Writings, III. Sketch of Finances, table XV: also Bolles, H. 87-39. 

* See p. 136. 

• Dip. Correspondence, VI. 470. 
"Circourt, lU. 1S9. 
7 Financier and Floancea, II. 133. 
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ing the American war more than £ 121,000,000.^ From this 
the government received £ 97,815,324 after deducting dis- 
counts and bonuses. Wilson estimates the cost of the war 
at £119,000,000,^ and places the discounts and bonuses at 
thirty per cent. It seems clear that the sum spent by 
England largely exceeded the combined expenditures of 
France and the United States. 



Section IL — Expenditures from 1784 to 1789, 

A heavy burden of indebtedness, entailing large annual 
charges for interest, hung over the Confederation at the 
opening of 1784. As nearly as can be computed this debt 
stood as follows: 

(A.) Foreign Debt. 

Principal of French aod Dutch loans ' |7, 830,517 

Balance for supplies < 34,332 

Arrears of interest w 1784 » 67,087 

Total ST, 981, 886 

Annual intervst charges ^ $375,000 

Amount overdrawn * $360,000 

(B.) Domestic Debt: 

LoanofflcedebtB $11,585,000 

Outstanding certificates of Indebtedness, unliquidated " . . 16, 708, 000 

Total principal ^203,000 

Arrears of Interest to 17fri 10 83,J09,000 

Annual interest charges 11 ! $1,500,000 

Paynoents over receipts during 178S> 3 $380,200 

1 History of the Public Revenue, third edition, I. 471. 

• The National Budget, 36. 

> See p. 147; also Bayley. 468. 
4 8eeBayl^, 88S. 

• See Journal of Congress, April 5, 1784. 

• See p. 147. 

V Ocnnpaie tlila statement with Journal of Ck)ngre8S, April 5, 1784. 

•Seep. 14a. 

•Seep. 144. 

'• As nearly a* can be computed from Journal, April 5, 1784. 

>■ TlM ertiinatct of Interest vary from year to year as stated In the Journals. 

»B0e Baaktn* Hagaaine, 18G0, 668; Report of 1790. 



1-2 i.7iim5 :j thi tsztli^^zzv :t -^nr-z-'ssz^. 



1/irir.g tlis perlc-i. 'Zk: irabilirr of the fi^oTemment to 
nee: its eir-ei^es I-ri :o ar. increAse of the foreien indebted- 
nesS. Also the arrearages of interest on the doaiestic debt 
cor.rli:-ed to a'2C.:i:i"ila:e. so that the jear IT^i* showed i 
great increase in the j-blic debt. 

The appropriations made by Congress for the running 

exTpenses of the ffovemment frosi 17>i lo ir^r Tx>ssess con- 

siderable interest. In rouni n-^ibers ihej were as follows:' 

For service of 17?4 *4o7.*»J 

For service of 17^5 4'>4.'»> 

For service of 17r:' 44o.' "X^ 

For ser^-ice of 17S7 -417. C^X' 

For service of 17^? 3i>5.C»» 

Total *i;.050.'X'0 

The adjoining table presents an analysis of the objects of 

expenditure included in these appropriations: 

For the civil lisv !?63l,0C*:> 

For the army and navy *SriI,CM} 

For Indian expenditures ?91.0iX> 

For geographer's department *2i000 

For pensions $1-16.000 

For contingencies $279,000 

From the Re]x)rt of 1790 we are able to ascertain the 
amount of money actually expended by the United Sttttoi 
at the treasury from January, 175-1. to September 12, 1789. 
The adjoining table shows these expenditures which htw 
been classified under the four heads of repayments of 
ticipations on the revenues, payments for the urdixiary 
vice of government, payments for foreign interest, and pig- 
ments for interest on the domestic debt. These domestic in- 
terest payments were made by drawing in through taxes Am 
indents issued for arrears of interest. The repayments of n- 
ticipations have been separated from the other ezpenditorei 
in order to avoid the error of counting these items twioa. 
Of course the anticipations existing on January 1, 1784^ asit 

I Bee JounuUs of Cangnm for mch ynr, 
* For lue of tlili tarm, see p. 21% nuM iL 
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be included in the total expenditures of this period, since 
they formed a deduction from the revenues of 1784. 

Expenditures from 1784 to September 12, 1789, at the treasury. 



irsJ4 

1765 

17S6. .. 

irsr 

ir«s , 

lTS9CtoSept. 12.)... 



RepaynienU 
or anticl- 
pacioDS. 



^14483 



90,571 
105,815 
1T4. \m 



Ordinary 
service of 
govern lueut. 



SS0.613 
361.506 
317.734 
397.364 
157. W6 



S2,163.6S5» 



Interest on 

forei,rn 

debt. 



Interest on 
doineritie 

debt paid in 
indents. 



Balances in 

treasury or 

deficits. 



S^03.374 

73.000 
31.992 



SV S95 

370.237 

1.0^,090 

90.721 



4-218.440 
+ $41,902 

— 5'.>,571 

— 105.815 

— 174,189 

— 189,900 



Sril6."!i06 49S1.553,sr3 W i 



A comparative table of the receipts and expenditures at 
the treasury during the years covered by the Report of 
1790 gives the following results: 



EZPBVDITUBKS. 



In Specie, 

Aatidpatloos prevloits to 1784 f314. 183 

Gerrlce of fforemment 2, 103. 095 

Interest on Ibe foreitcn delit. 310,880 

Total in specie |j,7-,M,7:M 

Error 11.014 

In Indents. 
Interest on domesUc debt $1. 553. 873 



Receipts. 



In Specie. 

From taxes tl.^^.825 

From bills of exubaujre 233,117 

From iriscellancotu sources 338.000 

Totalin specie $9,616,449 

Deficit on Sei)t 18, 1789 189.900 

SSi,S06.348 

In Indent^; 

From indents %tMl,tC^ 

Error in accounts of year 17^8 12,000 



The error of $11,000 in the account of the specie trans- 
actions does not effect the general accuracy of this table. 

1 Thia Inoladps |i0.8n q;>ent In 17S7 expressly for the foreign serrice, also some fcry small 
expended Cor laarifs of forslgn mlnlstcrsb 
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The most careful examination has failed to sho-^ where '1* 
<liscre]»ancy has crept in. It may be due to slight e::::* 
or confusion in the original accounts. In the case of :he 
indents there is certainly an error in the accounts :orl7*^\ 
as the Report states that si2,0»W more indents were cai- 
collrd in that year than appear to have been paid inio -le 
troasury.' All the items included in this table under tb? 
licad of expenditures have been taken from the table that 
iininodiately precedes. The account of the receipts Las 
I icon taken from this same Report of 1790. and the indi- 
vidual items have been already given in the earlier chapters 
<»l' tliis work. 

The greater part of the European expenditures of the 
govornmont does not appear in this statement of the 
tn'asury transactions. The only items so included are the 
jiayuK'nts for interest on the foreign debt and a few 
thousand dollars which are mentioned in 1784. I7>6, and 
17^7 as expenses belonging to the European service. 

Hut wi». have a report ^iresented to Congress in 17S?.' 
whicli gives among other things a statement of the re- 
(•(iipts and expenditures in Europe from January 1, 17^4. 
1'* Ai)ril 1, 17^>^. In most particulars the figures of this 
n'i)ort agroe with the report of 1790, and from it has been 
(•oi!ipih?(l the following statement of the financial transac- 
tions in Europe during this period. In one or two cases 
1 Jay ley's History of the National Loans has furnished addi- 
t ional materials. In this way an almost complete account of 
the foreign transactions has been secured up to April 1, 
17HS. Care has been taken to exclude any items of ex- 
penditure that may appear also in the accounts of the 
treasury. 

' Si'i' H.-tiikiM-'s Mii^ii/inf, 1HM». .>u. .V.H). 
■'' Joiii'iiiil of O'likcn-sH, SfpT. ;J«J. 11****. 
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European expenditures not included in table of expenditures at the 

treasury. 





Anticipatloos 

existing on 

Jan. 1, 1784 1. 


Payments for 

interest on 

forei^ 

debts. 


Expenses of 
foreiRn serv- 
ice of the 
U. 8. 


Miscellane- 
ous ex- 
penses. 


Total ex- 
penses in 
Europe. 


17S1 to April 1785.... 
April, 17S5. to April, 


$350,000 


$07,809 
481.516 


$119,825 
800.404 


$48,638 
89,426 














$350,000 . 


$549,886 HO 


$3:20.^29 29 


$138,064 80 


$1,857,680 29 


BaUuice In favor of 
the U. 6., April 1, 
IToo. . 










$22,307 80 















These expenditures in Europe were met by the proceeds 
of the foreign loans, and by a few small receipts from mis- 
cellaneous sources.^ It must be remembered that from 
these same revenues came also the 8333,117 that was 
drawn into the national treasury by bills of exchange.' 
The sums derived from foreign loans up to the end of 1788 
amounted to 81,896,000,* a portion of which was received 
after April 1,* the date given in the Journal of Congress. 

The statistics already presented do not include any pay- 
ments of foreign interest after April, 1788. Up to that 
time the payments had amounted to 8866,252, of which sum 
$3] 6, 866' had come from the national treasury, and 8549,386 
had been drawn from funds held in Euroj^/ But pay- 
ments were made after that date, as is shown by Hamilton's 
Rex>ort on the Public Credit. In an indirect way we may be 
able to ascertain the expenditures for foreign interest up 
to the end of 1789: 



i8i>eBa7lej,8n.812. 

•Thete are srlreo in the Journal of Con^rress for Sept. SO, 1788. But the Information con- 
tained tD the report is not sufAcient to enable us to ascertain the amount with any ac- 
curacy. 

•Seep. 148. 

4Seep.l48. 

*BajlC7,887. 
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Foreign interest accruing in 17S4, ITea, 

1780. 1787. 1788' *2.176.K3 

Foreign interest accruing in 1769^ 542.3*:^ 

Total interest accruing, 1784-1739.. ?2,719.152 

Arrears of interest to end of I'StC $1,640,071 

Arrears of interest previous to 1784*... 67,037 

Arrears between 1764 and 1789 *1. 573.('S1 

Interest accruing 1781-1789 82.719,153 

Arrears of interest, 1784-1769 1,573.034 

Interest payments from 1784 to the 
end of 1789 91.146.116 

We have seen that the payments up to April 1. ITfe ] 
were ¥^Gf>,2i2. Therefore, the amount expended for thit ! 
purpose between that date and the close of the year ITsS 
would appear to be ^^270,866. This could have been inct 
from the receipts from foreign loans after April, 1788, 
which were as follows :" 

Balance of loan of 1787 ?66,000 

Loan of 1788 400,000 

These amounts would be sufBcient to meet these intenrt 
payments and leave a balance of $186,134, to which shonU 
be added the balance of ¥22,307 existing on April 1. 176&' 

On the basis of the results already obtained there haabHB 
])re)>ared the following table of the approximate receipt! ind 
expenditures during these closing years of the Coniedait- 
tion. 

■ Journal at Codict'ch. Aupwt SO. irss. 

• ltn""t uD l-ublle I'tvillt, state Papars, Fliuiice, t. xa. 
' Hi-port fin I'liliUc Credit. ei»l^ Paper*. F[Daiice, I. SO, 

• Juuraal ot L'onicmH, April ^ ITM. 

■See Baf ley'* (aliln of Ibe i|U(tnerlj luueianil redempttooiof tbenlouu,lBMiBtMV 
of Ibe Xallnnk] Lmdi, SOT. 

• Sea p. les. 
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Ezpeoditures, KW-Sept.. i:b9. 

Domestic c^zptrDHitiir^s. ezcludiD^ 
interest ou foreiKO debt, see 
p.lW js?.47T,S^58 

ForeizD ezfienditures; ezchidiDg 
ictervsc on foreign debt, see 
P.1S5 806.293 

Interest on foreign debt, see 
p.ltti 1,14C,11S 

TotAl specie expenditures $4,432,279 

Unexpended balance of foreign 
loan, see p. 1^6 Indefinite 

Domestic interest redeemed in in- 

deutti, &eep. lt>| J2, 371, 154 

Domestic debt cancelled by sales 
of public land, see pp. 170, 171. . . $960, 915 



Revenues, 1784-Sept.. 1769. 

In Specie, 

From taxes, see p. 164 SI, 945,825 

(ThiA excludes the $117,000 
credited bv Hamilton after 
September^ 17{*9.) 

From foreign loans, see p. 148 2, 296, 000 

From miscellaneous sources, see 
p.K.9 338,568 

Total revenues in specie $4, 579. 898 

Deficit in Sept., 1789, at the na- 
tional treasur>', see p. 183 189, 906 

From taxes payable In indents, 
see p. 104 ^3,871,154 

Obligations paid in for public 
lauds, p. 170 $960,915 



These transactions may be summarized in the following 
manner: The expenses of government, domestic and for- 
eign, had been about ^,476,067, of which amount 8189,906 
remained unpaid on September 12. 1789. The principal 
of the domestic debt had been decreased 8960,915 by the re- 
ceipts from the public lands; while the arrears of interest 
had increased from 83,109,000* to 811,493,858 at the end of 
1789,' in spite of the fact that 82,371,000 of indents had 
been drawn in by taxes. The principal of the foreign 
debt had increased from 87,830,517' to 810,098,707,* while 
the arrears of foreign interest had grown from 867,037 ' to 
$1,640,071 • at the end of 1789. 



p. 181. 

p. 145, note 5. 

p. 181. 

p. 148. 

p. 181. 

p. 148. 
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PART II. 



THE FORMAL ORDERIXG OF THE FINANCES. 



CHAPTER I. 

THE ADMINISTRATION OF THE FINANCES. 
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In the field of finance it is especially true that skillfal 
administration is as important as wise legislation. Pe^ 
haps no department of governmental business praaents 



: '■.J-'i 1 n-. 
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greater difficulties than are offered in financial administra- 
tion; and it was at this point that the Continental Con- 
gress committed some of its worst mistakes, and exhibited 
the greatest incompetency. During the larger part of the 
period under consideration, the administration of the na- 
tional finances remained extremely weak and hopelessly 
inefficient. 

The Congress of 1775 was hardly more than a consulta- 
tory body, although compelled by the force of circum- 
stances to exercise certain functions that partook of a 
national character. When Congress assumed control of 
the Continental army, issued paper money, and undertook 
the direction of foreign affairs, the necessity of delegating 
executive powers was at ouce manifest. But it is not at all 
strange that effective executive departments were not im- 
mediately formed. First of all, the Congress was regarded 
as a temporary body, assembled for a temporary purpose; 
and consequently no need for a permanent executive was 
at first experienced. This was changed when independ- 
ence was declared, but a serious obstacle yet stood in the 
way of the development of executive departments. It was 
through the royal officials in the old colonial governments 
that the oppression of Great Britain had been most seri- 
ously felt, and a widespread distrust of all executive 
power had grown up in the colonies. This influence was 
strong in the Continental Congress, and it long delayed 
the establishment of effective departments for the conduct 
of the business of the government. Congress began by 
parcelling out executive functions among numerous com- 
mittees, but was soon forced to concentrate authority in 
the hands of a numl>er of boards. From these, in the 
course of time, unified executive departments developed; 
but we shall find this process to have been most difficult in 
the department of finance, where the jealousy of executive 
authority seems to have been most marked. In this ab- 
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sence of a unified, responsible administration lay one ii- 
portant source of financial disorders. 

In the development of the department of finance an ad- 
ditional difSculty existed. In this direction the experieaee 
of the colonies previously to 1775 had been extremely lim- 
ited. The financial transactions of the colonial govern- 
ments had been small in amount, and of a simple and eren 
primitive character. There were in America, therefore, 
no men skilled in the business of the financier; and it 
was necessary to commence at the very beginning and 
gain the experience necessary to the establishment of i 
sound system of national finance. It is not surprising, 
therefore, that at the outset Congress was unable to se- 
cure an efficient administration. But there is no excnsb 
for its failure to do so later on when the way had been 
clearly pointed out, and it had found in Robert Moms o 
able financier. 

When the first bills of credit were issued. Congress aih 
pointed two 'Treasurers of the United colonies," to have 
charge of these funds. At the same time, also, the 
colonies were requested to choose colonial treasueiii 
for the purpose, evidently, of collecting the monflf 
to be raised for the purpose of sinking the end^ 
sions of paper. Two months later,' some difflcnllif 
having arisen concerning the settlement of certsin ac- 
counts, a Committee of Accounts or Claims was formed, to 
"examine and reix)rt" on all accounts against the govsn- 
ment. This committee adjusted accounts and reported to 
Congress the amounts due, whereupon payment mo 
ordered. Early in 1776,^ as the government's Amm^jJ 
transactions increased in importance, Congress craatedi 

1 JulyJO, 1775. Poftsibl J South Carolina furnished a precedeot for this 
two itvaBurers. In 1771 two Joint tiva<surers were appointed in that eoUmj, 
Government of the Ct'lony of South Carolina, 46. 

a Kept. n\ 

» F«b. 17. 
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standing committee of five members to superintend the 
conduct of the treasury. This body was the nucleus from 
which the treasury department finally developed. The com- 
mittee was granted quite extensive powers. It was to 
examine the accounts of the treasurers, to employ proper 
persons for liquidating the public accounts, and to super- 
intend the emission, of bills of credit. Such were the first 
steps in the development of a system of financial adminis- 
tration. 

This action was no sooner taken than expanding busi- 
ness necessitated an enlargement of the treasury establish- 
ment. The standing committee was authorized * to employ 
one or more clerks for keeping the public accounts, and to 
provide books and a suitable office for that purjDOse. Then 
the Treasury Office of Accounts was established.^ At its 
head was an auditor-general who was to superintend the 
clerks and assistants employed to keep the public accounts. 
This office was placed under the control of the standing 
committee of five, which was thereafter known as the 
Treasury Board.' During the following July* the Com- 
mittee on Claims was discharged, and its business 
turned over to the Office of Accounts. But special com- 
mittees were continually employed even after these addi- 
tions to the financial machinery of the government; also, 
from time to time, commissioners were appointed to audit 
and adjust special accounts that were likely to prove diffi- 
cult to settle. Thus the structure of the department be- 
came more and more complicated. 

Later in the year Congress voted to resort to a domestic 
loan, and opened loan offices in each of the States.'^ The 
loan office receivers, besides securing loans and pay- 
ing out interest money, soon came to exercise other func- 

1 Feb. 28, 1776. 
> April 1. 

• In this yesr Sonth Carolina placed Its treasury department under the charge of three 
oommiSBtoiien. See Whitney, GoTemment of the Colony of South Carolina, 4C. 

• July 80. 

• Get. 8, 1776. 
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tions. In 17S1 * Congress provided for the appointment ot 
other persons to act as receivers of taxes besides the loan 
officers: but in 1785 - all such were discontinued, and the 
loan office receivers remained the only financial age&ts 
which the government had in the different States. Un- 
fortunately, the duties of the loan office commissionezs 
were not strictly defined until 1783,' and consequently the 
business of the offices was poorly and loosely conducted.* 
In some cases the greatest negligence and even fraud 
appeared. An example of the irresponsible methods em- 
ployed is seen in the case of the indents, or certificates of in- 
debtedness, issued from the offices after the govemmeni 
ceased to make payments of interest on the domestic debt 
The practice of issuing these interest indents originated with 
the loan officers, and was continued in spite of the effortt 
of Morris to stop such a proceeding.* In 1784 ' Congreu 
finally sanctioned the issue of indents by making them re- 
ceivable in payment of taxes. No greater success seems 
to have attended the experiment with Continental receiven 
of taxes in 1781. Congress hoped that these receiven 
would x>rove more successful than the loan officers in col- 
lecting taxes. We have the record of Hamilton's efficient 
as Continental receiver for the State of New York^ in 
1782. But his case was exceptional,'^ and Congress saw 
fit to discontinue the system in 1785. Not the least of te 
weaknesses in the financial administration lay in the 
methods of collecting requisitions and of conducting the 
business of the loan offices. 
The treasury establishment was enlarged in 1777* by tte 

1 Nov. a. 

s April 15. 

> .S«rpt«fuiber 29 and 30. 

« 5^ Sumoer. Finaaeler, II. 119-rJO: BoUes. I. 337-338. 

• See letters by Morris. Dip. CorrespODdence, XI. 489. MO; XIL 483. 4B8. 

• April -Jd. 

^ See Lodjre'n Hamlltoa. 33; Morss's Hamilton, 73. 76: Hamntoa*! HUtofy oClfei 
lie, II. mS et seq. 
" Suiuoer. Financier, II. 73 

• March 13. 
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appointment of Commissioners of Claims to adjust accounts 
and hand them over to the auditor general by whom they 
were to be reported to Congress. The following year* saw 
provision made for a Continental treasurer of loans, who 
should have charge of the expanding credit operations of 
the United States. Shortly after,- Congress established a 
Standing Committee of Finance to consider the state of the 
national finances, and report from time to time. Robert 
Morris was chairman of this committee, which frequently 
reported to Congress on important matters. 

Manifestly this system of administration was cumbersome 
and ineffective. Authority was so divided between the five 
members of the Treasury Board and the Committee of Fin- 
ance that no responsible and unified management could be se- 
cured. Moreover, it was impossible for members of Con- 
gress to transact properly the business of the Board while 
attending to their legislative duties. All these defects were 
seen by Morris as early as 1776;^ and, later on, Hamilton 
called attention to the same thing.* A partial realization of 
these difficulties led to the remodeling of the entire estab- 
lishment in September, 1778.* The act which accomplished 
this purpose gave to the department some degree of unity. 
It provided first of all that a building should be secured, in 
which the various officers of the treasury should be brought 
together. The treasury officials were to be a comptroller, 
who was authorized to appoint two clerks to assist him ; an 
auditor, also authorized to appoint two clerks; a treasurer, 
who should appoint one clerk ; and six commissioners of 
accounts, who were to be divided into two chambers of ac- 
counts, each chamber employing two clerks who should be 
appointed by Congress. It is interesting to notice that the 
comptroller, treasurer, and auditor were authorized to ap- 

> Auffust ;.7, 1778. 

> American Archires, Series V. III. 1-241. 

• BAiDiltoa's Hitiory of tbe Republic. II. 0*3. 93. 

• September 26. 
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l>oint their own clerks, and were made responsible for their 
conduct. 

The duties of all these officers and the forms of depart- 
mental i)rocedure were quite minutely prescribed by this 
act. All accounts were to be first adjusted by the auditor, 
and then referred to the chambers of accounts for examina- 
tion and correction. After this the accounts were to be 
re-examined and finally endorsed by the auditor, and for- 
warded to the comptroller. This officer, who kept the 
treasury books, was to file all accounts and vouchers ia 
each case, and issue drafts on the treasurer for the 
amounts called for. After paj^ment was made on these 
drafts, the treasurer was required to send the receipts to 
the comptroller's office; and also to turn over his accounts 
monthly to the auditor for examination. Finally the act 
sought to provide for a more regular system of reports, 
and for more effective means of securing the payment d 
all sums duo to the United States. The Treasury Board 
was still retained as a general sui3ervisory body and an 
intermediary between Congress and the officers of the 
treasury. 

This act shows a great advance over the previous meth- 
ods of financial administration. Not only have the titles 
of the more important treasury officials been retained to 
the present day, but the system of checks and balanoea 
bore instituted is much the same as that now in operi- 
tion between the different branches of our Treasury De- 
partment. Indeed it would be difficult to improve upon 
some of the leading features of this treasury estaUinh- 
ment. The law of 1789, which established our preseni 
Department, owed much to this act of 1778 and to the 
subsequent modifications introduced in 1779 and 1781. 

It was only a month after this thaji Congress invited Dr. 
Richard Price, the well known En^ish financier, to oone 

t(*this country and help to regulate the national finanoea 

- - ^ — ^ 

1 Set* Diplomatic Obrresiiondeiice, UL Gl. Also AdaoUk PubUo OebC^ lU-eai; 
V. £KI: Roiw» Suik 0^; Kuiidfl, li^lX 
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Through his essays on "Liberty" and on "Public Credit 
ind National Debts," he had become well known in America; 
said there may have been reason for thinking that he 
would accept such an invitation. In this action Congress 
was probably influenced chiefly by Price's scheme for pay- 
ing the English debt, by which a generation of English- 
men was deluded. But the invitation was declined by 
Dr. Price, who expressed, however, the assurance that he 
Looked upon the United States "as now the hope . . . 
of mankind." 

Within a year * Congress introduced radical changes into 
the administration of the treasury. The old Treasury 
Board was abolished, and the financial management was 
placed in the hands of Commissioners or Board of Treas- 
ury. The Board was to consist of five persons, and only 
two of these were to be members of Congress. Its mem- 
bers were given the general superintendence of all the finan- 
cial transactions of the United States, and were placed 
in control of the treasury ofiQcials. The office of comp- 
troller was abolished, but many of the features of the act 
of 1778 were retained. Six additional auditors were ap- 
pointed for settling accounts and claims arising in the 
army, and they were required to reside in that part of the 
army to which they were assigned. This act was no real 
improvement over that of the previous year, and was 
nothing more than an attempt of Congress to secure an 
efficient administration without going to the length of 
placing the control of the treasury in the hands of a single 
man. 

This Board of Treasury continued in office for about two 
years. Manifestly unity and responsibility were as con- 
spicuously lacking in this as in former systems. To this 
attention was called by Hamilton in the letter to which ref- 
erence has already been made.' The members of the 
Board were often incompetent, their methods of conducting 

lJli|7aO,1779. 
•8m 11.1911 



196 Bl'LLETIN OF TEE UNITERSITY OF WI8COS8IX. 

business were lax and roundabout, accounts were looselj 
kejjt, and the government was imposed upon in all direc- 
tions J After a while the conduct of the Board began to be 
much criticised, and finally great dissatisfaction arose 
Congress was led to investigate the management of 
the treasury. In August and November, 1780, committees 
submitted re^^orts on this subject.^ Some internal disor- 
ders were discovered, and one of the committees was in- 
duced to recommend the removal of two members of the 
Board for "disgusting conduct." Certain irregularities 
also appeared, but there was no revelation of gross frauds. 
Many of the complaints seem to have been due to a lack 
of courtesy on the part of the Board and a disinclination to 
give full publicity to the transactions of the department 
In May, 1781,* another committee exonerated the officials 
from charges of this last character. 

But whatever may have been the truth of these attacks 
on the integrity of the Board, it is nevertheless true that 
the inefficiency and laxity of the financial management 
had been almost incredible. For this. Congress, as well 
as the officials of the treasury, must be held responsible. 
A favorite method of making expenditures had been to 
place money in the hands of committees or of in- 
dividuals to be expended for definite purposes. In many 
cases such moneys were never accounted for. No satis- 
factory returns were rendered for i?2, 100.000 advanced 
to the Secret Committee of Congress previous to August, 
1779.* Many persons, even officers in the civil de- 
partments, refused to render any accounts.^ There was 
the greatest delay and confusion in the settlement of all 
business. Many accounts had been settled without any 
authority, or without proper vouchers. Mention is made of 



I S«»e S^niiiiitT. rinanci-iT, I ^i; Bolles, I. vW. 

■■' Seo (iUKh'etihoinjtT, 1^55-137. 

^ See Jourunl of Cohkivps, May 10, ir^l. 

* Jourual uf CoiiKre**!*, S«'T»t. 'iO. 17-H. 

■•• Letter of Morris, Sparks*.< Diplomatic CorrwpoDdence, XH. 48(X 
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two of these, amounting to $500,000 in specie, concerning' 
which an auditing committee appointed by Congress re- 
ported that it was doubtful if many of the claims there 
made against the United States had any solid foundation/ 
Letters by Morris point to similar conditions.^ 

Of the money expended in Prance the greater portion 
was never accounted for. The auditing committee of 1788 
places this amount at about ^,000,000. Silas Deane, one of 
the three commissioners sent to France, conducted 
financial matters most recklessly, and left only confused 
accounts. This was caused not by dishonesty on his part, 
but by extremely lax business methods. Deane was at- 
tacked by his enemies in Congress, and most unfairly 
treated; but the accounts left by him were never satisfac- 
torily adjusted.' After this, Franklin became the financial 
agent of the United .States in France. Possessing, as he 
did, the confidence of the French government and the 
ability to secure loans and subsidies, the American cause 
depended almost solely on him during the critical years 
from 1779 to 1782. His character is a sufKcient guarantee 
of the honest conduct of affairs during that time; but it is 
also the only one that we have. While he had always pro- 
tested that he was not a business man, and not capable of 
keeping accounts, he nevertheless sought before he re- 
turned to America to obtain a settlement of his affairs. Con- 
gress neglected, however, to perform this simple act of 
justice; and no adjustment was ever secured.^ In 1782 Con- 
gress, at the suggestion of Morris, proceeded to make 
provision for the settlement of the European accounts ; and 
finally despatched an agent to Europe on that mission.* 

I Jooma] of Cong ro M, Sept. 80, 1788. 
*8p«iu^ DiplomAtio Correspondence, XII. 448. 

* See BoDee, 8S7-838; Wheiton, Diplomatic Oorrespondenoe, I. cbap. XIV. The report of 
the eommtttee that Investigated Deane^s affairs Is to be found in Sparks^s Diplomatic Cor- 
gsspondiicey IL IfiS. It It partly unfair and colored bj Arthur Lee*s dislike of Deane. 

« See Hone** Fhuiklin, 411, 418. On the whole subject, see Wbarton*s Diplomatic Oon- 
Wiponrtenne of the Berolntloo, L chap. Z; Morsels Ftanklin, 805-861. 

• JoutBAl oCOoBgraH, Mtj tt, 80; Nor. 18, 80^ 1788. 
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But this purpose was only partly fulfilled ; and these trans- 
actions have always remained "involved in darkness," as 
was stated by the rejMDrt of the committee of Congress in 
1788. 

The facts already presented show what confusion must 
have attended the transactions of the treasury. Hamilton, 
in 1790, was obliged to place the expenditures for 1760 at 
the round number of 83,000,000,* which was evidently a 
mere estimate. Congress had constant difBculty in secn^ 
ing information concerning the exact condition of tiie 
treasury. At the same time public property was commonly 
misused and poorly cared for. Great waste arose in this 
way at the very time that the resources of the country were 
reduced to the lowest point. In the rejDort of a committee of 
investigation from Valley Forge it is stated that the "prop- 
erty of the continent is dispersed over the whole country."' 

In both methods and objects of expenditure the pnbBc 
moneys were oftentimes squandered. There was found every- 
where the widespread corruption that so often attends the 
purchase of army supplies.' Moreover, the expenditores 
were oftentimes conducted on a most extravagant scale;* 
and this, too, in spite of the efforts made by Congress foe 
retrenchment and reform. Also for a long period it ma 
attempted to supply the army directly with specific suppliei 
Enormous waste was produced in this way ;* but* yet, it was 
only with great difficulty that Morris was allowed to inati- 
tute the system of obtaining supplies by contract. 

Finally, the business of the Board of Treasury was eoB- 
ducted with a slowness which precluded the possibility of 
an efficient administration. An example of this has been pM* 
served in a letter of an acting quartermaster general of ttt 
army.^ This officer writes, "I am obliged for every da* 

1 Elliot, Funding 8 jstexii, 10. . . . - • 

* See Sumner^s Hamilton, 86. 
'See Kapp, Life of Kalb, 148. 

«See Dunnd, Mateiials for Hiiitofy of the Berolatton, aia, tlB; Eaiip^ UiioC 

• Sumner, Financier, L chap. XL 
•SeeBol]eB,L88a-88S. 
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mand upon me to . . . . make a special application, and some 
times, although not commonly, I get some kind of an 
answer in the course of two or three weeks after applying. 
The 21st of June I sent an application on the estimate of 
Colonel Cox ; about ten days afterward I got a war- 
rant for the sum; yesterday I got a letter of advice from 
the board to the treasurer, and to day ' I have got near 
one-fifth of the money. This movement, slow as it may 

seem has been pushed with uncommon assiduity, 

and with more than common success." In such methods 
lay an important cause of the financial weakness of the 
United States during the period of the Revolution. 

In 1781 Congress finally proceeded to remodel all the ex- 
ecutive departments, and to place a single head in charge 
of the business of each. This step had been postponed as 
long as possible, and was taken reluctantly in response to 
a strong popular demand for such a change.^ The old ad- 
ministrative boards had been as inefficient as such bodies 
must generally prove for executive purposes. Affairs had 
come to such a pass that it was manifest that the old system 
of divided authority could not longer continue. Early in 
1779* Congress had instructed the Committee of Foreign Af- 
fairs to secure information concerning the executive de- 
partments of various foreign governments. But a delay of 
nearly two years ensued before the much needed changes 
were inaugurated. 

Up to this time the development of the various adminis- 
trative boards out of the early committees of Congress had 
proceeded largely according to the needs of each particular 
case, and without very much conscious attempt to pattern 
after foreign systems. It is true that the Boards of War, 
Treasury, and Admiralty, had derived something of their 
forms from analogous bodies that existed in England at 
that time; but it may be doubted whether more than the 

iJulylS, 1780. 

* See Qnfnraibeimer, 248-155. 

> Steret Jomnali of OoogreH, IL 180. 
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general conception of the system of board management uras 
derived from this source. It also seems to be a fact that 
the Chambers of Accounts created in 1778 had their pro- 
totype in the French "Chambres des Comptes;" and that the 
title, if not the oflSce, of comptroller was of French origin. 
But this is as far as foreign Influence can be traced with 
any certainty. 

But the inquiries into foreign systems which Congress in- 
stituted in 1779 make the case quite different when we come 
to the changes effected in 1781. Early in that year,* Con- 
gress resolved to appoint a Secretary of Foreign Affaire, 
a Secretary at War, a Secretary of Marine, and a Superin- 
tendent of Finance; and conferred upon these officials pow- 
ers sufficient to enable them to control and shape the af- 
fairs of their departments. This was a step distinctly in 
advance of formal English development. It seems prob- 
able that, at this point. Congress was considerably influ- 
enced by the example of the French administration, in 
which the principle of unified executive authority was de- 
veloped further than in England, or, perhaps, anywhere 
else. 

In the department of finance this needed reform met 
with more opposition than in any of the others. There 
were many people who thought that such a step would 
endanger the liberty of America. This thought was ex- 
pressed by one member of Congress, who in a letter* 
characterized a treasury department as, "at best a vezy 
dangerous affair to the liberties of the people. " Bat on 
February 7, 1781, the office of Superintendent of Finanee 
was created; and, a few days later, Robert Morris WM 
called to fill the position. The Superintendent was givea 
all the authority necessary to the proper conduct of fhft 
department. He was required to examine into the state of 
the finances, and to digest and report plans for fh«ir lis* 
provement; to execute all acts of Congress 

1 Janiuury lO* Febniary 7. 

• Sea Samnar, Ffnancier, H. ISl. 
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revenue and expenditure; to superintend and control the 
settlement of public accounts and the expenditure of public 
money; and to have general direction of all the branches 
of his department. Then, as soon as Morris had gained 
time to mature his plans, a reorganization of the entire 
establishment followed. The office of treasurer of loans 
was first discontinued,' his duties being turned over to the 
treasurer of the United States. On September 11 the 
other changes were carried into effect. The officers of the 
treasury were to be an assistant sui)erintendent, a comp- 
troller, a register, and a treasurer, together with such 
auditors and clerks as should be necessary. The comp- 
troller was given the duties of an auditor general; the 
position of the treasurer was not materially changed ; and 
the register was to be, as he is today, the chief book- 
keeper of the treasury. These three officers and the 
auditors were to be appointed by Congress. 

The administration of Morris marks a new era in the 
financial history of this period. His business experience, 
supplemented by the training that he had received while 
chairman of the Standing Committee of Finance, had admir- 
ably qualified him for the position of Superintendent. More- 
over, his wide reputation and recognized ability enabled him 
to secure a large degree of independence in the execution of 
the powers entrusted to him. Congress finally authorized 
him to remove from office for just cause all officers of the 
treasury that were not appointed directly by Congress, and 
gave power to suspend all others pending an investigation 
of any charges preferred against them.^ This was a matter 
which Morris considered a necessary condition of effective 
administration. Thus, for a time. Congress ceased to 
interfere in the purely administrative work of the treasury. 
Morris appointed to the position of Assistant Financier, 
Gouvemeur Morris, from whom he subsequently received 

iji4rtt,i78i. 

■ April tl, 1T81. 
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•r.o->: v;r.>:'ri r-aiiod for spfrclf :i .sipo/if-s- had j:«=-lded prac- 
*.':;i..y r.orhlr,^ for manv 2ior-:Lfs: and a C0E.5:.ieral.le tiie 
v/Ji^ y^r?. Ui (:\h\,^j: r>f::ore Morris vrould be able to seoire 
any nr/f-M ift fro^r* tfiis so^roe. Thus the sole dependence 
of rh^; t.rfiasiiry v/a.s the loar-s and subsiiies which Frank- 
lin 7/as sT.'.i! ao!o to sfr'rare from the French srovemnient. 
Thf; po!i<"y of Morris looked to the inauguration of a com- 
pi*:?/f jilan of constructive finance. First he desired an ef- 
f«:f:t\\'t: syst^fTn of taxation, favoring federal taxes collected 
hy th'} L'nitfjd States in the form of customs duties. Then 
h<* jiropos'td to V>rinjr about a retrenchment in expenditure 
and a thoroujrh reform in administration. Finally he 
soiijriit. t.o obtain further loans in Europe, which he re- 
ir'iirtU'd fis necessary in order to meet the whole burden of 
war expondituro, and to tide the government over the in- 
li-rval that must cilapso before his new plan for establish- 
ing ddrnt'stic revenues could be .set in operation.' 

\Vh<^ii Morris finally cmtcred upon his duties in June, 
17>^1. his only available resources were such bills of ez- 
rhan^r<' as (V)iigress was in the habit of drawing on the 
foreij^ri envoys, without knowing whether any funds ex- 
isl4Ml in Kuro]>n for meeting the bills. Almost immedi- 
aU»ly <Jeniu'al Washington called upon the new Superin- 
t4Hid('nl to find the means necessary to carry on the York- 

iKi-.' i^HlM•volt'H OolivfriiiMir Morris, KQ et fieq.; Sumner, Financier, X. tPO; 
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town campaign. Morris was obliged to provide the army 
with trausportation from the head of the Chesapealie. to 
adrance a month's pay to the soldiers, and to forward spe- 
cific supplies to points convenient for the expedition. 
By means of the most strenuous exertions he was enabled 
to meet these demands. Fortuoalely in August ^62,000 
*0 Specie arrived from France; and this sum in the careful 
J^ODds of Morris was productive of the most important re- 
s^Its. Thus through heroic efforts the campaign was 
brought to a successful termination. The total expendi- 
tures from February to December 31 were $723,000, more 
*llan ?500,000 of which was devoted to the support of the 
«*Tny.' 

It is not possible within the necessary limits of this 
^llapter to enter into the details of the work of Morris dur- 
■•-Hg the next three years. The most that can be done is to 
Outline the general features of his administration. Prom 
fhe very beginning he endeavored to secure from the 
States a prompter compliance with the requisitions made 
^y Congress. Constant appeals and statements of the 
'teealiuess of the treasury were sent to the governors of 
the States. These entreaties were commonly neglected: 
but, in spite of ail difficulties, after the middle of 1782 the 
receipts from the requisitions began to supply a consider- 
able portion of the government's revenue. Morris appreci- 
ated, however, the weakness of the requisition system, and 
urged upon Congress and the States the establishment of 
federal import duties. All the influence that he could com- 
mand was used to induce the States to grant this power to 
the general government. Besides urging the importance 
of taxation, Morris seized upon every possible expedient 
to increase the income of the treasury. He conducted 
commercial transactions on behalf of the United States, 
and engaged in other ventures which were hardly dignified 
undertakings for a Superintendent of Finance.' 
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While struggling to increase the national revenues, Mor- 
ris sought with equal care to secure economy in the matter 
of expenditure. During his superintendency Congress was 
induced, as will be shown in the following chapters, to pre- 
pare the budget more promptly and carefully than at any 
other period in its history. After appropriations were once 
made, Morris manifested a determination to apply public 
moneys solely to the purposes contemplated by Congress.^ 
How far he adhered to this intention it is impossible to 
ascertain; but it is clear that he alone of all the adminis- 
trators of the treasury realized the evils that attend the 
transfer of appropriations and the diversion of public 
funds. In all departments of expenditure retrenchment 
was carried on, and numerous economies effected. Waste- 
ful methods were changed, useless offices abolished, 
and the running expenses of the government largely re- 
duced.' A comparison of the estimates of expenditures for 
1781 and 1782 shows how successful Morris was in his 
efforts in this direction.' 

Under the new regime the business of the treasury was 
conducted with a dispatch hitherto unknown. Every effort 
was made to secure a prompt settlement of the public ac- 
counts. Order was gradually introduced into the transac- 
tions of the department. Congress and the States were 
furnished with more exact information concerning the 
state of the finances, although publication of the quar- 
terly reports of the treasury was deferred until 1785. In 
order to assist the government in its financial operations, 
Morris secured the consent of Congress to the establishment 
of a bank.' This plan had been previously suggested by 
Hamilton, Gouvemeur Morris, and perhaps others.* Early 

1 See letter of Morris in The HUtoHcal Mttgazine, VI. Ifl9. 

* See Sumner, Financier, n. 107, for deicriptlon of methods of tressurj administratioB 
under Morris. 

*,Soe p. I7B- 

* Journal of Congress, Maj 98, Dee. 81, 1781. 

* On the establishment of the bank, see Sumner, Financier, n. chap. XVII: Lodgers Ham- 
flton, S7; Morris's Hamilton, 60-78; Rooserelt's Oouremeur Morris, 103; Bolles, S78-S75; 
Lewis, Bank of North America. 
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in 1782 the Bank of North America, incorporated both by 
Congress and the State of Pennsylvania, commenced opera- 
tions which were based principally upon ^250,000 of public 
money which Morris had invested in subscription for its 
stock. After surmounting many difficulties, this institu- 
tion rendered the government most valuable assistance. 
At different times during his adminstration, Morris bor- 
rowed from the bank $1,249,000, while the United States 
received $22,867 in dividends up to the time that its stock 
was surrendered in re-pay mem of money borrowed from 
the institution. For these loans, interest amounting to 
f 29, 719, was paid. 

The extent and variety of the duties which Morris was 
called upon to perform baffle all description. Never, per- 
haps, has a minister of finance carried on operations of a 
more miscellaneous character. There was certainly no 
branch of administration in which his influence was not 
felt. On several occasions he employed his well estab- 
lished personal credit to support that of the United States. 
This seems to have been the case with the notes amounting 
to over $300,000 issued to the army at the time of its disband- 
ment. By reducing the expenses of the government he 
was able to reduce gradually the number of notes outstand- 
ing; and to retire from office in November, 1784, with the 
assurance that all would be paid at maturity. There are 
numerous stories to the effect that he devoted large 
amounts of his own money to the public service. Thus he 
is said to have advanced $1,500,000 toward the expense of 
the Yorktown campaign. But such statements have no 
basis in fact. In an account * which Morris rendered after 
the capture of Cornwallis, there is a record of $12,000 which 
the Superintendent had advanced to the United States. Bt 
this is the only transaction of the sort that is evidenced 
by any of his accounts. 

A final feature of Morris's work was his attempt to clear 

IMploiiiatic Gorreipondeiice, XI. 49-3. 
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up the confusion which attended the greater part of the 
domestic indebtedness that had been contracted in the 
prosecution of the war. The loan offices early claimed his 
attention. Their operations had often been carelessly con- 
ducted, and Morris made constant efforts to secure from 
the loan office commissioners a settlement of their accounts. 
Then a large number of individuals held obligations that 
had been issued by military officials in payment for sup- 
plies purchased for the army. The liquidation of such 
claims was pushed forward as fast as possible, but the pro- 
cess of settlement was necessarily slow. Finally there had 
been no settlement of the accounts between the States and 
the general government. Some of the States claimed that 
they had already borne more than their fair proportion of 
the burdens of the war, and that it was unfair under such 
circumstances to expect them to make any further compli- 
ance with the requisitions ordered by Congress. To the 
adjustment of these accounts Morris devoted the greatest 
energy, but the difficulty of the work and the inaction of 
the State officials prevented the accomplishment of this de- 
sign. While he endeavored to ascertain the exact condition 
of the public indebtedness, he also urged upon Congress 
the importance of funding this mass of debt, and of provid- 
ing the means for its ultimate extinguishment. It was with 
this special purpose in view that he labored to have a 
system of federal imposts established. We have already 
seen how these efforts failed. 

At the outset Congress manifested a desire toco-operate 
with Morris, and even consented to extend the sphere of 
his authority. But the Superintendent by his vigoroas 
administration aroused bitter opposition in many localities. 
The States did not desire the establishment of any financial 
system that would have involved greater efforts on their 
part; and there soon arose the same factious contentioDS 
that frustrated so many of the best efforts exerted in be- 
half of an efficient national government. This feeling le* 
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acted upon Congress, which gradually withdrew its en- 
couragement and active support. Personal enemies, promi- 
nent among whom were Arthur and William Lee, com- 
menced a series of contemptible attacks upon the Financier, 
disparaging his administration, and charging him with 
having derived personal profit from his old position as a 
member of the Committee of Commerce. 

At the opening of 1783 nothing had been done toward 
establishing the domestic revenues necessary to place the 
nation's finances upon a sound and honest basis. In spite 
of the careful management of the treasury-, large expenses 
had been incurred in both of the preceding years ; and the 
foreign indebtedness of the government had been in- 
creased. Perceiving that his plans for a permanent do- 
mestic revenue had failed, and that he no longer possessed 
the full support of Congress, Morris resigned his position 
as Superintendent.* In his letter to the President of Con- 
gress he said : "To increase our debts while the prospect 
of paying them diminishes, does not consist with my idea 
of integrity. I must therefore quit a situation which be- 
comes utterly unsupportable. " 

But the army had not yet been paid, and no one but 
Morris could find a way of doing this. At the earnest en- 
treaties of Congress, he consented to continue in office un- 
til some settlement could be effected and the army dis- 
banded. As we have seen, the soldiers were jDartially 
paid by issuing notes, upon which Morris put his name in 
order to support the credit of the government.^ After 
using him in this, the greatest service which the Finan- 
cier rendered, his enemies resumed their attacks with a 
meanness which is hardly credible except to one who has 
become familiar with the asperities that attended the polit- 
ical controversies of that time. In November, 1784, Morris 
finally retired from his position, having made provision 
far the redemption of all the notes issued to the army. 

1 Janotey M, 1788. See SparkB's Diplomatic Correspondence. XII. 9Ha. 
• 8e« BaDcroft, YL S8. 



Cn Jire I" ir?5. & vxsisiirree appoli^ed by Congress "to 
6H':_:iir« f^llj in:.: i^ prDceiedi^irs of the office of finance." 
s^zmLTj^ ft repon oc die s^bjerti of Morris's administration 
cf tz.e ^resks^irj. <!>ie zieniber of ihis conunittee was 
Arztzr Ij6e, a zios:; cortLal riauer of the Superintendent; 
icd a- 1-ras- oce of '/ce o:iier5 bore him no good wilL Yet 
lie cc=i=i:Ttee W35 obliged :o report that "it appears thit 

:h.e b:i5izess of -±1- ofS-^s has been conducted with ability 

• 

ar.d assidiirT. ir. a nianner highly advantageous to the 
ZzLiied S:a:es. and in conformiiiy with the system laid 
d jTiL by ConsT€«5. ' 1: was also found that 'since the ap- 
roirrzier.: of the s^iperintendent of finance, the public ac- 
coinzs of receipis and expenditures have been regularly 
and pTmcmally kep:: and that many of the accounts which 
preceded this insti::i:ion have already been settled* and 
mos: of :he others p:i: into a train of adjustment. That 
all persons who have been entrusted with public raonej. 
under the present appointment have been re^^nlarly called 
upon for an acco'.int of its expenditure, and that their ac- 
counts have all been furnished, excepting only the quarter 
master general, and some few others. Further, it is 
stated that, after comparison of Morris's accounts wiA 
those of earlier years, it appeared "that the order and 
economy which has been introduced since the establish- 
ment of this office, has been attended with great savingi 
of public money, as well as many other beneficial conse* 
quences." Among other reforms the conunittee fomid 
"that in the department of commissary of issues no Um 
than two hundred and fifty persons were discharged, vhon 
pay amounted to ¥1.6,300 per annum. That in one ^ii'rtf^ 
a demand was made for one thousand tons of haj for tiw 
post of Philadelphia, of which ten tons only were granted. 
The residue being rendered unnecessary by the new •T' 
rangement. " 

In view of all the attacks "which were made upon 
it may be well to present one other piece of 
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which comes from a member of Congress who was thor- 
oughly opposed to the Superintendent.* The member ex- 
pressed himself in the following words, "I will tell you very 
freely that I am clearly of the opinion that, in mere money 
transactions, he has saved the United States a very large 
sum. I am of that sentiment, because a comparison of ex- 
penditures shows, that, since he has been in office, the ex- 
penditures have not amounted annually to half so much as 
they did before. I am also of opinion that much more reg- 
ularity has been introduced in keeping the accounts than 

ever existed before I lay it down as a 

good general maxim, that, when a person is to be attacked, 
it is wise not to endeavor to depreciate his real merit; be- 
cause this puts into his hands an advantage. If he can 
clearly exculpate himself in part, it renders that which is 
really true liable to suspicion, and consequeotly less effica- 
cious. If you suppose that person (Morris) has rendered 
the public no valuable services, I acknowledge that there is 
a very considerable difference in our sentiments. If you 
suppose that he may have rendered valuable services, but 
that his notions of government, of finance, and of commerce, 
are incompatible with liberty, we shall not differ. I think, 
therefore, that the fort to be raised against him ought to 
stand on this ground, if, in urging his dismission, or rather 
a new arrangement of the office, it shall become necessary 
to be personal. But I hope it will be generally agreed, that, 
if it was necessary to create an omnipotent financier in 1781, 
that necessity does not exist now. "' 
A few months' previous to this final retirement of 

1 See letter of Samuel Osgood, Feb. 2, 1784. This is conuined in the Slassachusetts His 
torieal SodeCj Flrooeediiiffs, 1808. 4XR. 

* An tiie evideaee bean out the conchxsion that the charges brought against Morris's ad- 
BfataCmtfoii of the treesury were entirel j groundless. The same is true of most of the 
other ■cciwetlnni ralatiiig to his conduct ss agent of the State of Pennsylvania, and as a 
p»*"**»^ of ttie eoriy Committee of Commerce. Prof. Sumner finds on the books of the 
Vailed Stalai Tnmnn oub account which shows a balance of $99,313 against Horris. This 
tto VtDMMler flsplaioed as due to a wrong method of charging depreciations. See Sumner, 
fibnaclav IL cfaapL M; Somner, Robert Morris, chap. 0. 

• liV sr, «L 176A. 
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Morris, the powers which had been entrusted to the Super- 
intendent were again placed in commission, by the creation 
of a new Board of Treasury, consisting of three members. 
Considerable difficulty was experienced in finding suitable 
persons that were willing to take the position.* For sev- 
eral months after the retirement of Morris, the affairs of 
the treasury were conducted by the comptroller; and not 
until the middle of 1785 did the new Board of Treasury as- 
sume the direction of the department. The administration 
of this body furnishes nothing of any interest, its chief 
work being the adjustment of the tangled accounts of the 
Revolutionary period. It had become evident that, with 
the failure of the attempt to establish national revenues, 
the government of the Confederation was wholly unable to 
improve the condition of the national finances. Thus the 
Treasury Board had no stimulus to energetic action. In 
much the same way as the former Boards, it continued to 
administer the affairs ol the department until succeeded by 
Hamilton in September, 17o9. 

The action of Congress in placing the department agaia 
in commission was a victory for the opponents of Morris 
and for the advocates of the system of board management 
But there were many who recognized the real reasons for 
the apparent failure of the Financier, and the country did 
not lose the benefit of its experience under a capable min- 
ister of finance. In 1789 the question was fought out for 
the last time, and the department of finance was finally 
given a single head. 

1 See Journal of Oongrren, June 8, Nov. 80, Dec. 10, 1784: Jan. 25, April 1, 178B. 
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CHAPTER IL 

THE BUDGET AND THE HISTORY OF BUDGETARY METHODS 

Section I, — Historical Introduction, 

The financial activity of the state centers around the re- 
ceipt and expenditure of public money. In order to se- 
cure stability, there must be a constant adjustment of one 
line of activity to the other; and financial equilibrium 
must be constantly preserved by a formal ordering of rev- 
enue and supply. The accomplishment of this result in- 
volves, first, the ascertainment of the necessary objects 
and amounts of public expenditure ; second, the determina- 
tion of the methods to be emi)loyed in raising the needed 
money; and third, appropriate organs for collecting and 
applying the supplies devoted to the jMiblic service. 

In modern representative governments the legislative 
departments have assumed final authority in the decision 
of questions of revenue and supply. The word budget has 
been used to designate the legislative enactment by which 
public revenues are determined and appropriations fixed 
lor a definite period of time, usually a year.* Such a pro- 
cedure implies, first, a preliminary estimate of necessary 
expenses and probable revenues; and second, a law author- 
izing the necessary forms and amounts of expenditures 
and taxes. At least, this is the case wherever perfect 
unity is realized in budgetary procedure.^ Manifestly 

1 Fbr a diMunioo of the scioDtiflc meaning: of the word bud|i:et. see Stourm, Le Budget, 
ehapter I, aaotlon L The term was first used in Enf^Iand about 1760 to dedig^nate the an- 
Boal flnandal rtatemeot. See DoweU, History oC Taxation in England, II. 109; Bastable, 
Pnhlio Fbuaoe, 468; Boioher, FlnaDzwissenschaft, sec. ISO, note 1. 

" Od tbe mbjeot of the hadfcet see Bastable, Public Finance, Bk. VL. chaps. II. and III. ; 
iMKOf DeanMBn. fldenee dM Flnanoes, n. 1-191; Cohn, Flnanzwissenschaft, sees. 170, 171; 
Jintwilr. *9iid8«ttMlK*^ In HandwSrterinich der Staatswissenschaften, IL 774; Roscher 
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some such preliminary estimate of income and expenses, 
and such an adjustment of resources to demands is an ab- 
solute necessity for any large public economy. Without 
it, adequate provision cannot be made for all the public 
wants; and there can be no coordination of revenue and 
expenditure. 

But, if legislative authority is to be a reality in these 
matters, this preliminary determination of revenue and 
supply must be supplemented by effective checks on the 
collection and issue of money, and by the rif?ht to inquire 
into the actual application of all public funds. Such 
methods of control and audit are a necessary part of any 
system of legislative control of the finances. Of this more 
will be said in another chapter. 

The term budget is one that has been but little used in 
the United States in the discussion of our national finances. 
This is, perhaps, due to the fact that the separate legisla- 
tive management of the expense and revenue sides of our 
federal budget has destroyed that appearance of unity 
which characterizes the methods of those foreign coun- 
tries in which the word is commonly used. Indeed, it is 
possible by a process of strict definition to deny that 
budget is a proper term to apply to the series of separate 
acts by which Congress each year deals with the question 
of federal revenue and supply. 

It seems desirable, however, to use the term in the dis- 
cussion of our national finances. In so doing we are in ac- 
cord with the usage of other countries ; while» at the «"»» 
time, we are reminded that there is after all a fundamental 
connection between our separated revenue and appropriation 
laws. Formal unity is, of course, lacking in our present 
budgetary methods ; but that is no reason for not employing 
the word budget, in a broad sense, to designate fhe entire 

FlnaozwissenBchoft, sees. 58, 160, 151; Sctaantz, "Budget,** In HandweMsrliw^ O* IMS 
Stein, FinanswiflseiiMhaft, I. SOO et seq.: Stoorm, La Bndgvt; UBpCenlMMk. 
wlnenschAft, 480 at aeq.; Wagner, Fhuunwiwwninhaft, L il9-IBi^ alto ta 
Handbuch der FoUUacben Oekonomla, m. SSI et aeq. 
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process by which measures for our federal revenues and ap- 
propriations are prepared and enacted. Such is the sense 
in which the term will be employed. 

Modern budgetary methods originated in England, where, 
nearly a century before our Continental Congress met, an 
effective budget system had been finally established. It 
will not be necessary to treat of the early stages of 
this development; but it is desirable to refer to the history 
of the English budget after the Revolution of 1688.* 

This Revolution, ending a struggle that had colored 
English history for several centuries, finally established 
parliamentary supervision and control of the finances, as 
of other branches of the government. Parliament insti- 
tuted the system of annual appropriations for the public 
service. These were based upon estimates presented on 
the responsibility of the ministers, and specified both the 
objects and amounts of expenditure for the ensuing year. 
At the same time, the supplies for the royal household, the 
personal expenses of the king, and for the payment of pen- 
sions and certain civil offices, were separated from the rest 
of the expenditures and brought together into the "Civil 
List.'" The various branches of expenditure were then 
assigned as charges on the permanent revenues of the gov- 
ernment, and additional taxes were imposed whenever re- 
quired to meet the expenses of any year. Thus the pub- 
lic revenues were devoted only to such purjwses as Parlia- 
ment should sanction, while there was secured a unified 
regulation and more accurate adjustment of receipts and 
expenditures. 

The development of cabinet government brought the de- 
tails of all financial transactions before the House of Com- 



I For the history of taxation and appropriations before this date see Wilson, the National 
BndffBl; ebap. L; Stubba, Constitutional History of England, II. sec. 274, III. sees. 870, 871. 
487, 4K: BMUUe, Public Finance, 648-614; Gnelst, Historj of the English Constitation, II. 
4 tfe Kq^ 40«t aeq., 190, 210. 803 et leq.; Roscher, Finanzwissenschaft, sec. 58. 

*8m Dowtf 1, HittOfT of Tiaatlon in England, H. 40-44: Macaulay, History of England, 
y.aB5-nB;llay, Conttltutlonal History of England, I. 108 et seq.; Todd, Parliamentary 
L SM. 880; Wilson, The National Budget, chap. VI. 
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mons, which had already established its superiority to the 
House of Lords in the matter of money bills. In this pro- 
cess the financial estimates and statements of the ministry 
developed into what was known as the budget, and intri- 
cate rules of parliamentary procedure were gradaally 
adopted. Such was the form which English budgetary 
methods had assumed at the end of the eighteenth cen- 
tury.* 

Section IT, — Revenue and Supply in the American Colonies.' 

In order to understand the circumstances under which 
the Continental Congress evolved a budget system, it is 
necessary to refer to the experience of the individual 
colonies in their efforts to develop systems of revenue and 
supply. It is not within the scope of this essay to under- 
take any exhaustive presentation of this early budgetary 
history. Indeed, a vast amount of investigation into tlie 
subject of colonial finance will yet be required, before such 
a complete treatment will be made possible. It will suffice, 
however, for the purpose to draw from the most important 
secondary and the more accessible original sources a brief 
account of the development of budgetary principles in the 
thirteen colonies. 

(A) Hie Separation of Potoers. 

Through the varying, yet similar, processes by which 
representative governments were instituted in each of fhe 
original colonies, nothing stands out with greater distinc^ 



1 For the present EngHHh budxet system, see, Blaokstone, Oommentertai, L Bk. 
ters II. and VIII.; Buxton, ^'Budget,'* in Palintive's Dictionary of FoUcioalBoaiioi^jaHMi 
EnRllsches Verwaltungsrecht, I. 431; M^y, Parliamentary Law and Fraecio8^ chapu ZSL; 
JeUinek, '*Budicetrecht," in HandwOrtarbuch der StaatawiaMatchaftan, n. m^TT; 
Spofford, "BudKec,"' in Lalor's Cyclopedia of lN>UticaI Sdenoa, n. 818; TMd, 
GoTemment, I. 089-«SS; A. J. Wilson, The National Badget,chaii. VI.; Woodrov 
Congressional GoTemment^ 187 et seq. For ocher European oonntrleiL aee Lara 
lieu, n.; Stourm, I^ Budget; Czoernig, Darstellung der Etorichtmmm flbw 
Jellinek, **BudgeCrecht," in Handwtfrterbuch, IL 777-787; PnceedlnKs of the 
1874: U. a Consular Reports, No. 90, March, 1868; Spofford, "Budget,** In 

>For a list of the aathorittes referred toon thii nibject Me tte Reneral 
p. 971 et seq. 
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ness than the j^ersistence and success with which the 
colonists insisted upon the right of their legislative as- 
semblies to direct the finances. This side of colonial his- 
tory is so familiar, that we can assume the facts of the 
separation of powers and the establishment of legislative 
control of the finances. In the following pages attention 
will be confined chiefly to a consideration of the formal 
methods of legislative procedure in budgetary questions. 

(B) Legislative Control of Bevenue. 

While other forms of revenue existed,' taxes became 
more and more important in colonial budgets as the country 
developed, and as the colonial wars necessitated a heavy 
increase of public expenditures. This discussion, there- 
fore, may safely be confined to the revenues derived from 
taxation, direct and indirect. 

From the first, the colonists appreciated the fact that 
legislative control of taxation could be made effectual only 
by limiting the operation of tax laws to short periods of 
time. Over this subject arose some of the earliest con- 
flicts between the royal, or proprietary, officials and the 
colonial assemblies. Direct taxes were regularly limited 
to a short period, while the indirect were restricted, but 
not so sharply.^ In Massachusetts and New York, however, 
even the indirect taxes were continued from year to year 
by a constant re-enactment. Thus the governments were 
left without permanent sources of revenue, and legislative 
authority was insured. 

Some of the earliest attempts to control the application 
of revenues arose in connection with acts for levying 
taxes. The assemblies frequently specified the purposes 

i£Hy,TaTartnin, 107etieq.; Douglafi, Massachusetts, chaps, in. and IV.; Ripley, Vir- 
tMa, 9661.80^ 106. 

'OaloafaJ htetory ofEers such abundant Ulustration of this that we need not refer to 
Bftqyqpedal works on the subject. See Lodge's American Colonies; Douglas, Financial 
Wmotj of Mawachusetts; Ripley, Financial History of Virginia; Schwab, New York 
Ropsfti^laXa 
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conveniently found in Massachusetts, Pennsylvania, New 
Jersey, and Virginia.^ 

The struggle for the limitation of the objects and amounts 
of appropriations arose oftentimes in connection with the 
salaries of the governors and other officials. This was espe- 
cially true in Massachusetts, where the legislature even 
went so far as to reduce arbitrarily the salary of the gov- 
ernor, as a means of punishing that officer.' In New York 
we have an interesting message' by Governor Clinton on 
this same subject. The royal governors continually recom- 
mended that England should create funds for the mainten- 
ance of royal officials in the colonies; and the desire to do 
this was one of the reasons for the final attempts to tax 
America.* But the colonies perceived clearly the issue in- 
volved. Having found that the control over supplies was 
the most effective safeguard against encroachments by the 
royal officials, they were ready to resist to the utmost the 
attempt to establish in America a civil list independent of 
the grants of the colonial assemblies.'' 

Partly from opposition to the governor, and partly from 
tmwillingness to raise the necessary taxes, the assemblies 
not infrequently refused to make adequate provision for 
the support of government. Perhaps North Corolina fur- 
nishes the most notorious instances of this sort." In Con- 
necticut the salaries of the governor and other leading of- 
ficials were dependent upon semi-annual appropriations, 
which is probably the shortest limit placed upon salary 
grants in any of the colonies.' 

1 Further reference will be made to ^lassachusetts in the following iiajces. For Pennsyl- 
nUDia, ne Bancroft^ U. ^^ 30, *^7; Gordon, 315, 3S6, 3P3; Franklin's Historical Review of 
FniivsriTaDia, 82; Mlnates of the Provincial Council, I. 457, 40.S et seq. For New Jersey, 
ne Bancroft, II. 84; Crowell, 31. For Virginia, see Ripley, 95, 97, 99. For Maryland, see 
Befaarf, 11., 121, etseq. 

* 8«e Bancroft, IL 66, 69, 346; Felt, History of Taxation in Massachusetts. 

* Journals of the Legislative Council, 1033. 

«8ee Bancroft, IL 246, 247, 834, 850-351, 888 etseq.; Fiske, American Revolution, chap. L 

* See Bancroft, II. 880, 850; ID. 41^ 416. 

* See Bancroft, n. SG6, 841. See also the case of Pennsylvania, Bancroft, II. 571-572; UI. 91. 

* Bee PaUlo Beoords of Connecticut, 1771. XUI. 502, 568. 
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Toward the close of the colonial period legislati ve con- 
trol of appropriations had become so well established, that 
the conditions existing in all the colonies correspond very 
closely with those depicted by Mr. Smith in his description 
of the state of government in New York. ^ Smith's words are 
as follows : "It will be seen that the democratick branch of 
the colonial government had placed the governor, and almost 
every other officer, in a state of dependence upon its votes 
and measures. Not a single shilling could be withdraw n 
from the treasury, but by legislative consent. This was 
particularly galling to the lieutenant governor. It had 
stripped him of that executive patronage and influence, 
which was deemed by him so essential to the support of 
his administration. In truth, it was a great step towards 
that independence which was afterward obtained. " 

(B) Restrictiona on Transfers and Diversions of Appropriations, 

The strictest specification of the objects and amounts of 
expenditure will not, in itself, secure the application of 
all public funds in accordance with the will of the legisla- 
ture. Money may be expended for purposes not strictly 
contemplated in the original appropriations ; while unex- 
pended balances are always arising so as to furnish an easy 
means of evading the specific provisions of appropriation 
laws. Such difficulties met the people of the colonies in 
their attempts to control expenditures, and became the 
subjects of special legislation. 

In Virginia the desire to control the application of public 
moneys caused the legislature, as early as 1695, to appoint 
a treasurer who should be accountable to the House of Bur- 
gesses alone.' This officer was thus independent of the 
colonial agents of the Crown; and through him the Bur- 
gesses were able to control the administration of the finan- 
ces. His duties came to be strictly prescribed, and he was 
required to give bonds for the faithful performance of his 

iSmith, New York, 445. 

« See Ripley, Financial History of Virginia, 10S-108« 
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work.* Warrants for the payment of money were to be is- 
sued only in accordance with the acts of the (General As- 
sembly. 

New York went still further. '-' The Assembly early gained 
control over all the officers charged with the collection and 
disbursement of the revenues of the colony, as did the 
Virginia House of Burgesses. * This was accomplished by 
naming the occupant of each office in the act appropriating 
money for salaries. But a further step was taken at an 
early date. The Assembly resolved that the payment of 
any money by the treasurer before the passage of specific 
acts for its appropriation should be deemed a misapplica- 
tion of funds, for which that officer should be held account- 
able.^ In subsequent acts the treasurer's accountability 
was further emphasized, as in the general appropriation 
bills of 1774 and 1775/ by which the treasurer was instructed 
to account to the governor, the Council, and the Assembly 
for all payments made under the authority of those acts. 
In the appropriation bill of this last year all unexpended 
balances remaining in the treasurer's hands were specially 
appropriated for the support of the government." 

Massachusetts, also, provided restrictions of this same 
character. The general appropriation acts of the province 
specified the objects and amounts of expenditure, and then 
contained a general requirement that money should be ex- 
pended "for no other purposes whatsoever."' But of greater 
interest is a provision of the appropriation of 1733. • This 
law required that all balances of appropriations arising un- 

1 See HeoiDK. Statutes at Large, VI. 249. 
■See Magasine of American History, III. 1G8. 

* Cr.alao F^nnijlvania. Frankliu*s Historical Reriew, 8*2; Minutes of tlie Provincial Coun- 

« Smith. 4«. 

• Laws of N. Y.. 1774-1775, 61 et seq., 94 et seq. 

* OomiMUPa Also the cases of Pennsylrania and South Carolina. See Franklin's Historical 
Berlev of PeansylTanta, 88; Minutes of the Provincial Council of Pennsylvania, 1. 457; 
WhitaMj^ Goveninient of the Colony of South Carolina, 45, 46. 

' AetaABd BeMivea, V. 106. 

• Aota ud BewilTes. II. C98. 
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der the act should lie in the treasury for the further order 
of the General Court. 

{E) Superior Poicers of the Lower Branch of the Legislature 

in Budgetary Questions. 

From an early date in colonial history the lower houses 
of the colonial assemblies claimed in the matter of mooej 
bills superior authority over the upper. How far this was 
a mere reflection of the relations existing between the two 
Houses of the English Parliament, it is not easy to ascer- 
tain. But it is certain that in many cases a difference in 
the constitution of the two branches of the colonial assem- 
blies, or a difference in the interests of the two bodies, is a 
sufficient explanation of the assertion of the superior pow- 
ers of the lower house. The upper house was more sub- 
ject to the influences of the proprietors or of the royal gov- 
ernors in many of the colonies. In Massachusetts, where 
both houses had a basis in election, it was found that fhe 
upper and smaller body oftentimes sided with the royal 
governors in disputes over financial questions. This was 
in many cases due to the fact that the position of the gov- 
ernor was sounder and wiser than that of the people's rep- 
resentatives; and it was not caused invariably by sinister 
influences exercised on the upper house. On the whole, it 
seems fairer to attribute to such causes the greater influ* 
ence on this differentiation of the powers of the two 
branches of the legislature. 

In Massachusetts, during the eighteenth century, disputes 
arose in the legislature over the right of the Council to 
make amendments to tax bills. An instance of this sort 
arose in 1746 when the House forced the Ck)uncil to yield 
its claim to the right of amending such measures. * Much 
interest attaches to a resolution adopted by the House cm 
this occasion; "it is very surprising that the honoTsUe 
Board should in their vote of this day begin a grant of ft 

1 See Felt, StatlBtics of Taxation In Hasaachuietts, 834, MS. 
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great expense to this Province; for how reasonable soever 
tta particulars noted may be, yet the House apprehend such 
grasts should always originate with the people, who are at 
the cost of them. " In such questions the superior ^lOwers 
Ofthe lower house became finally established by the first 
State constitution of 1780.' Here it was provided that, 
"All money bills shall originate in the house of represen- 
tatives; but the senate may propose or concur with amend- 
ments, as on other bills." It was this particular clause 
"which served as the model for the similar provision of 
oxa federal Constitution,' 

The New York Assembly, at an early period, asserted a 
claim to superior power in questions of money bills.' The 
^^ntroversy on this subject seems to have lasted for 
^ome time; but no restriction was plEiced on the power of 
*iie Senate to originate or amend money bills in the first 
^Constitution adopted in 1777. In Pennsylvania t!ie exist- 
ence of a uni-camerai legislature prevented this question 
^•Nam making an appearance. But, in 1755, when the goV- 
^l^or ventured to prepare a tax law, the Assembly pro- 
tested that the executive "neither could nor ought to pro- 
Pose a money bill." ' 

During the colonial period of New Jersey's history, the 
principle was established that the initiative in taxation lay 
With the representatives of the people, and not with the 
proprietary body or the governor.' The State constitution 
of 1770 prohibited the upper house of the legislature from 
preparing or altering any money bill." In Maryland bitter 
contests had taken place between the two branches of the 
legislature on the subject of supply bills,' and the constitu- 

' Poon. CharUn ami CciDBtlcuiJoQg. I. M4. 

'SwOllpiD. UsdEion Fapen. IMD-lMl. 

*4nlU8Uli»ofdmetlcaDHisloi7, m. lUD; JourDBln of tbe LeKbiUli re Council. ITM, 

*G«rdMI'iFaDiuylTBiila, SIS: FronkUu, Historical Review, 144. XDI. 

' CmrsU. Taxactoo in Sew Jeraejr. SI; JIuHort. Hlslory of Sew Jersey, »1. 3i1 

• Soars, n. laio, 

"* ScharT, E>Bt. ot Marflaod, tl. 13 5^ UcMabon. Hlat. of Maryland. 2sn ft epq. 
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tion of 1776 restricted the powers of the upper house in 
this particular.' 

In North Carolina the lower house of the legislature 
seems to have possessed, at an early date, the power of 
passing money bills without the necessity of concurrence 
by the upper.- But no provision of this sort appears in 
the first constitution adopted by the State in 1776.' In the 
legislature of South Carolina the lower house, as early u 
16S9, claimed the exclusive right of originating mong 
bills, and refused to allow the upper house to amend 
them.' At a later date all bills originated in the lower 
house.* From 1771 to 1775 legislation was practically sus- 
pended in the colony owing to a deadlock between the 
lower house and the governor and Council, on account d 
the refusal of the lower house to expunge an obnoxious 
clause in a tax bill.' Accordingly we are not surprised to 
find the power of the upper branch of the legislature lim- 
ited by the provisions of the constitution of 1776." 

Of the other States/ New Hampshire, Delaware, and 
Virginia restricted by constitutional provisions the powers 
of the upper house in the matter of money bills. The 
first constitutions of Pennsylvania and Georgia provided 
for a legislature having but a single branch, while Rhode 
Island and Connecticut lived on under their old charters 
for many years. Thus this principle wa3 embodied in 
seven of the nine constitutions first adopted in States that 
had a bi-cameral legislature. In some of these States fhe 
upper house was prohibited from amending, as well as 
from originating money bills; while in others the exclusive 
privilege of the lower branch consisted simply in the right 
to originate such measures. 

1 Poore. 1. HIT. 

s Basset. Constitutional Bej^inninjj^ of North Carolina. 64. 

> Poore. II. 1409. 

• Whitney. Government of the Colony of South Caroluui, 4S. 

• IWil., M. 

« Ramsay, History of South Carolina, 11. 131-132. 
f PfK)re, XL 1015. 

• See Poore. 
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In the Federal Convention of 1787, after a long struggle, 
restrictions were placed on the right of the Senate to 
originate money bills.' From the debates in that body we 
learn that this privilege of the lower house was the cause 
of serious contentions between the two branches of the 
legislatures of those States in which such a restriction was 
made.' One of the opponents of the proposition to place 
snch a clause in the Constitution ventured the opinion that, 
"These clauses in the constitutions of the States had been 
put in through a blind adherence to the British mode!. " * 
But these investigations have shown that such was not the 
CMe. The restrictions appear to have been in large part 
the result of years of cooflict between the two houses of 
the colonial legislatures. Although two States left such a 
provision out of their constitutions, yet it would seem that 
Gerry, in a speech at the Convention, voiced the opinion 
of a majority of the people of the United States when he 
said. "Taxation and representation are strongly associated 
in the minds of the people; and they will not agree that 
any but their immediate representatives shall meddle with 
their parses.' " 

A final feature of this contest over the relative powers 
of the two branches of the colonial legislatures is of in- 
terest. It ajjpears that the practice of placing "riders " ' 
on appropriation bills had been in some States, at least, a 
common one. The earlier method by which the popular 
branch of the assembly had sometimes forced approval of 
desired legislation had been to hold back the supply bills 
tmtil such approval had been secured. It is possible that 
tte practice of using "riders" grew out of the earlier cua- 

•Bm Aduiu, Control ur tbf Fiirw. irO-lSl ; OilpLo. lladlsvu Faprrs. imi. 

■ Sm ItodlKi) Papers. ISDC-ISl^. 

■3b4lMniPft|ien. 13:» 

• NtdluB Faiisni. iStn. 

'BT mtwni nr "rllnrn" » in miiiiilliiirii ntCi iii|itril th liirnrrnrnr ijrTi-riil le^liiliitlve pro. 
^MoMluo kpproprlalEon bills lO n to compel tUootli^r liraoi^li □! tb<! leglslniure eillier to 
Moepi fha itinieral leiftglstlon or to refuge the approprlallooB. 
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torn. The first constitution of Maryland prohibited the in- 
corporation of any extraneous matters into appropriation 
bills. A similar provision is found in the constitution 
adopted by Delaware in 1792. 

(F) TIte Development of Unity in Budgetary Procedure. 

In certain modern countries a large measure of unltr 
has been introduced into budgetary methods by providing 
in a single enactment for all matters of revenue and sup- 
ply. Where such complete formal unity has not been se- 
cured, the necessity of balancing revenue and expenditure 
will secure a certain fundamental unity in budgetary pro- 
cedure, as is the case in the United States. A fonnil 
unity, however, will secure a better adjustment of publk 
resources and needs; and is, for that reason, desirabtei 
This im]>ortant fact has received too little attention in the 
United States on account of the ease with which our fed- 
eral expenditures have been met from the proceeds of in- 
direct taxes. 

In the earliest periods of colonial history we can not ex- 
pect to find much unity in the management of revenuei 
and expenditures. This could not be secured until settled 1 
conditions were developed, and until regularity was intro- i 
duced into financial transactions. By 1775, however, it ii 
possible to detect considerable advance in budgetary pro- 
ceedings in the direction of unity. This is important on 
account of the influence which it may have exerted on tite 
procedure of the Continental Congress. It is necesBary, 
therefore, to refer to this feature of colonial finanee. 
These investigations have been confined mainly to the col- 
onies of Massachusetts, New York, Pennsylvania, Virgiidi^ 
and South Carolina, in which the finances had reached fhfl 
most advanced stage of development found during fhfl 
colonial period. 

Before s])eaking of the budgetary niethods developed in j 
Massachusetts, it is necessary to refer to the formB wA 
methods of taxation employed in that colony. From fbfl : 
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earliest times the chief reliaace had been upon direct 
taxes, of which property and poll taxes were the principal 
forms.' These were apportioned among the various towns 
of the colony, and were assessed and collected by local au- 
thorities. The final receipt of these taxes was generally 
anticipated. In 1690, on the occasion of a tax levy of 
£40,000 for expenses incurred during the first of the colo- 
nial wars, the government issued treasury notes payable in 
one year, by way of anticipating the collection of the tax. 
This practice soon became regular, and the time 
for the redemption of the notes was gradually ex- 
tended until it became thirteen years. Only a portion of 
the issues was redeemed each year. Thus, it was thought, 
the weight of taxation might be lightened by distributing 
the burden over a series of years. The evils of such a 
system finally became so great that about 1750 there began 
a transition to the method of resorting to loans in antici- 
pation of the future yield of revenue measures. Thus the 
issue of treasury bills, which were virtually a paper cur- 
reni^. ceased until the time of the Revolution. Manifestly 
this practice complicated the budgetary methods of the 
colony.* 

At an early date indirect taxes were introduced ia the 
form of excise and import duties." These were resorted to 
in order to ease the burden of direct taxation, but they 
always formed a subordinate part of the revenues of the 
colony. A feature of interest is that these duties were, in 
the provincial period, re-enacted yearly, and were not 
allowed to offer the royal governor a permanent source of 
revenue, 

The combination of direct and indirect taxes in the 
financial system of the colony is a point of great signifi- 
cance in the development of budgetary methods, The pol- 



I IMukIul Financial Hlslor^ of MasBBcbuSFtU. $»-: 
*Oli lliti Bubjecl. see DoiigliiH. MAssacliiustta. I: 
[•anduactta; Sumner. Amrrlcaii Curreocj. 
■Doutlaa, 112-33. 7^91. 
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icy of the lower house of the legislature during the first 
half of the eighteenth century has been characterized by 
Mr. Douglas* as " a persistent refusal to raise by direct 
taxation one penny more than a sum calculated, not always 
accurately, to be just sufficient, when added to all the 
other revenues of the province, to cancel maturing obli- 
gations, and in the abandonment of the constantly increas- 
ing current expenses of the government to be met by 
larger and larger issues of bills of credit. " In this dispo- 
sition to limit the levy of direct taxes to the exact amount 
required over and above all other receipts, there was a 
powerful force making for an exact adjustment of rev* 
enues to expenditures, something that can be secured only 
by budgetary unity. Furthermore, the apportionment of 
direct taxes among the towns must have furnished the 
representatives with an additional incentive of the same 
character. 

Beginning with the history of Massachusetts as a royal 
province, we find that, for several years, the revenues 
were raised by grants of direct and indirect taxes, "for 
the defense of his Majesty's subjects and interests," and 
for other equally vague and general purposes. Moreover, 
the revenue measures of each year were commonly four in 
number, and there was no budgetary unity. Duties of 
impost and excise were granted by separate yearly acts, 
and a third bill regularly provided for the issue of treas- 
ury notes to meet current expenses. Finally a fonrtli 
measure imx)osed "assessments on polls and estates" to 
meet the installments of earlier issues of bills falling doe 
within the year. Some sort of adjustment of revenues to 
expenditures was secured through the efforts of the lower 
house of the legislature to avoid levying direct taxes in 
greater amount than was required, after allowiiig for the 
receipts from other sources of revenue. 

As we approach the year 1730, certain expenditares 

1 FioAocial History of Masaachusetts, 121. 
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made specific in object and amount, and are provided for 
in separate bills. Thus the governor's salary and the pay- 
ment of members of the Council and House of Representa- 
tives were voted separately in bills -which, after a time, 
came to carry -with them special lax levies for these pur- 
poses. Thus a closer control was exercised over objects 
of expenditure, but at the expense of budgetary unity. 

In 1733' there appears a great advance in the direction of 
unity. After reenacting the law imposing impost duties, 
Biid providing for a levy of direct taxes for redeeming the 
amoaots due on quotas of treasury bills previously issued, 
ihe legislature proceeded to bring together into a single 
budget the expenditures for the service of the year. The 
law accomplishing this was entitled: "An Act for Supply- 
ing the Treasury with the Sum of Seventy Six Thousand 
Five Hundred Pounds, Bills of Credit, for Discharging the 
Public Debts, and for Establishing the Wages of Sundry 
Persons in the Service of the Province." This act pio- 

I. Fixed salaries for the soldiers in the employ of the 
pluvince. 

n. That £76.500 bills of credit should be issued, and that 
these funds should be devoted to the various public ex- 
penses "as ascertained or as fixed by law." These amounts 
were all specified, and included a reservation for future 
grants to be made by the legislature during the session. 

IIL That all balances of sums appropriated should lie 
fn the treasury. 

IV. That during each of the eight following years, taxes 
should be levied in an amount necessary to redeem the in- 
stallments of bills of credit that should fall due annu- 
ally. 

Thus a large degree of budgetary unity was secured. 
During the entire year only two supplementary appro- 
priations were passed, these providing for the governor's 
salary and for repairs on Castle William. 
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After this date budgetary legislation retained about the 
same form until the last of the colonial wars broke in uix)n 
the unity which this arrangement had secured. Large sup- 
plementary grants of taxes and appropriations were often 
called for during these wars: and the former unity could 
not be preserved. After 1763 the finances were in a dis- 
ordered condition owing to the large debts left by the wars. 
But by 1770 order was in some degree restored. The 
budget of 1774 * will illustrate the final form of develop- 
ment in the methods of this colony. Its provisions were 
as follows: 

I. That £14,550 should be borrowed on the credit of the 
province. 

II. That this sum should be expended in specific amounts 
for purposes enumerated in the act, " and for no other pur- 
poses whatsoever." 

III. That £10,300 should be assessed on polls and estates; 
and that the receipts from imi>osts should be used as a 
further fund for redeeming the loan of £14,550 with in- 
terest. 

The only other budgetary measure for this year was an 
act imposing taxes for outstanding obligations incurred in 
previous years. Thus, at last, almost comj^lete budgetary 
unity was secured. 

During the following year war expenditures came in to 
disturb existing arrangements. Once more, as in the time of 
the previous wars, supplementary appropriations and addi- 
tional revenue measures were necessitated. Thus unity was 
again destroyed. It is probably safe to attribute the growth 
of a unified budget in this colony to the calculating and 
parsimonious character of the policy of the representatives* 
This conclusion does not necessarily exclude all possibility 
of an influence having been exerted by the example of 
English methods. But it does seem certain that within 
the colony itself existed conditions which are a sufficient 
explanation of the course of budgetary development 

1 Acts and Resolves, V. 890-3U-J. 
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In New York indirect taxation was developed earlier than 
direct.' During the seventeenth century indirect taxes 
were the most important source of revenue possessed by 
the colony.' Gradually the general properly lax was de- 
veloped, but indirect taxes remained more important in 
New York than in any other of the northern colonies.' 
The impost duties were continued in operation from year 
to year, as were all other revenue measures after a time. 
In no colony was the principle of limited revenue acta 
maintained with greater persistence. 

Appropriations were, at first, made in gross, and applied 
at the discretion of the governor and council." Also there 
was DO attempt to include all such measures in a single 
bill. But in 1739 appropriations were made specific both 
in objects and amounts, and salaries were granted to 
officials by name." After this date most of the expendi- 
tures are included in a regular appropriation bill prepared 
by each Assembly. During the colonial wars supplemen- 
tary appropriations were made in great numbers, but the 
method of including all ordinary expenses in a single 
annual bill still continued. 

It does not appear, however, that there was a co-ordina- 
tion of revenues and expenditures in a single budget. In 
1774 and 1775 we find a condition that much resembles the 
methods of our natioaal government at the present day. No 
new revenue measures were passed in those years, while it 
was provided in the annual appropriation bills that the au- 
thorized expenses should be defrayed out of the proceeds 
of the indirect taxes collected under the laws then in opera- 
tion.' Daring the Revolution supplementary appropriations 



' Ibid,, IP. 

*S«SmiUi. HIslnryorNeo Vork.425Beq.: Magazine 0( Amaridui Hiclory. m. lO-W; 
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became numerous once more, as was the case in the other 
colonies. 

Down to the opening of the Revolution the budgetary- 
methods of Connecticut seem to have remained in a condi- 
tion of primitive simplicity. From the proceedings of the 
Connecticut Assembly in 1771 we can derive information 
on this subject during what may be regarded as a typical 
year. During the May session the Assembly at various 
times appropriated all sorts of petty sums in payment of 
claims and of public services.^ Thus the colonial treasurer is 
instructed to purchase an iron chest for the custody of 
public moneys.^ Toward the close of the session the As- 
sembly authorized the payment of half of the annual 
salaries of the governor, deputy governor, treasurer, and 
secretary.^ At the October session we meet with much the 
same procedure.* At this time also a taxis levied* for 
"incidental charges of government," and the colonial treas- 
urer is instructed to settle with the members of the Assem- 
bly for their expenses in attending the session.* Perhaps 
an explanation is to be found for these primitive budgetary 
methods in the fact that Connecticut, in its long existence 
under the original charter, did not witness those contests 
between the Assembly and royal ofBicials which in the other 
colonies proved productive of principles of budgetary pro- 
cedure. 

In Pennsylvania there existed a more highly developed 
system of finance. Here the early struggle for specific 
appropriations had resulted in a system of money grants 
specifying the objects of expenditure.' But no unity ex- 
isted in early times; and, in some years,* we find as many 

I Public Records of Connecticut. XIII. 424, 471 . 
« Ibid , 426. 

* Public Records of Connecticut, XIII SOi. 

* Ibid , 618. 557. 566. 
•Ibid., 616. 

* I'uhlic Records of Connecticut, XIII, 506. 

f Bancroft. U. 25, 96, ?7: Franklin. Historical Review of PennsyWanIa, 8S; Minutes of th» 
Provincial Council, I. 457, 4(tf», et seq. 

* Laws of Pennsylvania, I for 1715 and 1718. 
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as three or four separate revenue measures. During much 
of the time, also, paper money exercised a disturbing in- 
fluence. 

After the middle of the eighteenth century, however, 
considerable progress was made in the direction of budget- 
ary unity. The specification of the objects of expenditure 
seems to have become more strict. By 1755' the methods of 
procedure resembled those of Massachusetts. Bills oi 
credit were issued for specified purposes, and taxes im- 
posed to provide a fund for the redemption of the notes. 
The colonial wars here, as elsewhere, proved to be a dis- 
turbing infl.uence. But after 1763 supplementary acts 
became less common ; and in 1775 we find but a single 
measure providing "for the support of government and 
the payment of public debts. " 

In the matter of budgetary development, Virginia pre- 
sents nothing new. Hero, as elsewhere, the earliest at- 
tempts to control expenditures took the form of specifying 
in revenue bills the objects for which money should be 
riused. After a time special appropriation bills became 
common. Salaries and many of the ordinary expenses 
came to be strictly fixed by law, but there was no system 
of regilar appropriations for such purposes. In the direc- 
tiop. of formal budgetary unity little progress seems to 
have been made. As late as 1772 three revenue laws and 
four special appropriations are passed during the sessions 
of a single assembly.^ 

From the year 1721 South Carolina presents interesting 
budgetary arrangements. After the Revolution of 1719 
kad overthrown proprietary control and resulted in the 
formation of a royal colony, the government had to be sup- 
ported by taxation instead of by the proceeds of the quit 
raits, which had sufficed for the ordinary needs of the 
froprietary administration. Annual tax laws were passed 
4 the opening of most of the fiscal years; and, after 1721, 

>l«miC F^VMgrlnuiia, L ctiApr. 4uo. 
^Ih*^ StadBdw tt Luge, vni. 
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these laws included "long appropriation clauses, appro- 
priating every penny raised to some specific object. " In 
later times the tax bills were not prepared until several 
months after the close of the fiscal year. Besides these 
direct tax levies, the colony derived considerable revenues 
from impost and tonnage duties, and from other sources of 
a miscellaneous character. These indirect taxes were not 
included in the annual budget; and, consequently, com- 
plete unity was not secured.* 

These investigations, incomplete as they are, show that 
in Massachusetts, Pennsylvania, and South Carolina, at 
least, a considerable degree of formal budgetary unity was 
realized before the Continental Congress met in 1775. In 
the various colonies there existed important differences in 
the various stages and the final results of budgetary devel- 
opment. Great resemblances are also to be found, but 
these may safely be attributed to the existence of similar 
problems, which called for similar solutions. There seems 
to be no evidence to support the view that, to any large 
extent, the colonies reproduced each other's budgetary 
methods; or that they consciously imitated those of 
England. In most cases the differences of procedure are 
too great to admit of such a hypothesis. In Massachu- 
setts, where perhaps the greatest degree of unity was iu* 
troduced into the budget system, we have found special 
conditions that furnish a sufficient explanation for the es- 
tablishment of a more unified procedure. It is manifteUy 
impossible to exclude all possibility of attempts to oopj 
English forms and methods. But, on the whole, it is satet 
to affirm that colonial budgetary development was shaped 
principally by the force of local conditions, and in acoord- 
ance with local needs. 

1 On thif subject Me Whltnej, Oorenmieiit of the OoHaoj of Soutli OanUaat, If ita^ 
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CHAPTER III. 
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The foregoing study of the results of budgetary develop- 
ment in England and in the thirteen colonies previous to 
1775 has prepared the way for a discussion of the various 
steps by which the Continental Congress developed a 
badget system. It will be found that the various parts of 
the financial system of the Revolution were developed 
separately, but were finally brought together into a uni- 
fied budget. This discussion will also show what were the 
forces operating to produce this result. 

(A) The Early Management of Revenue and Supply. 

On fhe third of June, 1775, Congress appointed a com- 
mittee of five members to "bring in an estimate of money 
neoesaaiy to be raised" for the defense of the colonies. 
Four dajs later the committee submitted a rei)ort which 
wag considered in committee of the whole for several days, 
until, on June 22, Congress resolved to issue the first bills 
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of credit. A month later, ^ a second committee was ap- 
pointed "to bring in an estimate of the expenses incurred 
by the votes and resolves of this Congress." It is very 
probable that it was the rept of this committee whic h in- 
duced Congress to vote a second emission of paper 
money. ^ Early in November^ another committee was in- 
structed "to examine what money remains in the treasury 
unapplied, and to form an estimate of the public debts al- 
ready incurred, and which will become due on the first day 
of Juno next." A few weeks later,* upon the report of 
this committee "on the state of the treasury," the third 
issue of paper money was authorized. Then, in December, 
in pursuance of a further report. Congress urged upon the 
colonies the necessity of making provisions for redeeming 
their quotas of the bills of credit. 

In the manner above mentioned, §6,000,000 of paper money 
was issued by the end of 1775, this sum being intended to 
provide for the expenses of that year and for the debts that 
should be incurred up to the following June. We have 
next to inquire into the methods by which this money was 
applied. When Congress assumed the control of the strug- 
gle against Great Britain, large expenses were incurred. 
For some of these provision was made in special appro- 
priation bills. Thus in June" the army establishment was 
determined, and the pay of the officers and soldiers fixed 
by law. On the first day of August a number of appropria* 
tions were made, one of which provided that $500,000 
should be immediately forwarded to be applied to the sup- 
port of the army in Massachusetts, in such manner as 
General Washington should "limit and appoint;" and that, 
if this sum should be expended before the next meeting of 
Congress, General Washington should be empowered to 

ijuly 19. 

• July 25. 
» Nov. 6. 

• Nov. 29. 
•Dec. 26. 

• June 14, IB, 16; July 27, 1775. 
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draw on the Continential treasurer for §200,000 additional. 
The other appropriations were also for lump sums, and the 
objects of expenditure were specified in an equally loose 
and general manner. 

In September' Congress appointed a Committee of Accounts 
or Claims, which for nearly a year examined accounts 
against the government and reported the amounts due, 
whereupon payment was ordered. Thus was inaugurated 
another method of applying public money, which lasted for 
several years. During this time we find Congress con- 
stantly appropriating all sorts of petty sums, such as si 3 
for a present to Indians, or §12 for ferriage and horse hire. 
A third method of applying public funds was to advance 
money to the assemblies of different colonies to be ex- 
pended and accounted for.- Similarly delegates and com- 
mittees of Congress were entrusted with the expenditure 
of large sums, which were placed in their hands for defi- 
nite purposes, and for which they were expected to ac- 
count.' In this way s?r>00,000 was expended for the first naval 
armament. 

The revenues for 1770 were derived from further issues 
of bills of credit. In February,* Congress, on a report 
from the committee on the treasury, resolved to emit 
$4,000,000 of the paper money; and to appoint a Standing 
Committee on the Treasury, to which reference has already 
been made in the discussion of the administration of the 
finances. This body, which was generally known as the 
Treasury Board, soon came to act as a committee on ways 
and means; but first Congress resorted to another com- 
mittee for that purpose. On March 13 it was resolved to 
appoint a committee of seven, to " inquire and report the 
best ways and means of raising the necessary supplies to 
defray the expenses of the war for the present year, over 

1 Scptb S5» 

* Aof. 1; Dea It. 1775. 
•Anf. I; Dec. 16. S8, 1775. 
4fWi.l7, 177«. 
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and above the emission of bills of credit. " It has been 
impossible to ascertain whether this committee ever made 
any report. On the sixth of May, however, Congress, after 
resolving itself into a committee of the whole to consider 
"the state of the United Colonies, " decided that $10,000,000 
should be raised for the service of the year. At the same 
time another committee of ways and means was directed 
to devise methods for raising the money. This committee 
reported three times during the remainder of the year, 
and in the following February;* and on each occasion 
Congress passed some measure for raising money by means 
of issues of bills of credit. In October, the Treasury Board 
reported a plan for raising funds through a domestic loan ; 
and, during the next year, reported estimates and plans 
for further emissions of paper.* 

During this year there was no advance over the early 
methods of appropriation. Large sums were still placed 
in the hands of individuals for the purpose of meeting 
public expenses.' After July 30, accounts against the 
government were reported by the Board of Treasury, and 
the old Committee of Accounts was discharged. The work 
of systematizing appropriation methods was accomplished 
very slowly. 

At the opening of 1777,* Congress resolved itself into a 
committee of the whole " to take into further consideration the 
state of the treasury and the means of supporting the credit 
of the Continental currency. " As a result of these delibera- 
tions it was resolved to urge the States to resort to taxation 
during the current year. In May* the Treasury Board was in- 
structed to "prepare and report to Congress an estimate of 
the public expenses for the present year, distinguishing 
in such estimate the expenses of the commissary, quarter- 
master, and barrack master general, and the medical de- 

1 May 0. July 22. Not 2, 1776; Feb. 28, 1777. 
•Oct. 8, 1776; Augiist 13. 15, Nov. 7. Dec. 8, 1777. 

* E. g. Journal of Congrress. July 20, 31, 1776. 

* January 18, 14. 
•May 15. 
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partment;" and "to confer with the marine board and Gen- 
eral Schuyler on this subject. " Congress had not yet come 
to appreciate the necessity of preparing the estimates before 
the opening of the year; but this action was an advance 
over previous methods of procedure. The statements 
called for were to be prepared by the Treasury Board after 
conference with the other departments, and were to be 
presented in some detail. At this same time, a new com- 
mittee was appointed to "consider ways and means of de- 
fraying the expenses of the present year;" and instructed 
to "confer on this subject with the Board of Treasury. " It 
is not ix)ssible to determine what action the committee took. 
It may have presented some of the reports uix)n which 
Dew emissions of paper money were ordered, but the 
Journal of Congress does not enable us to decide. In No- 
vember,* on the occasion of a report from the Treasury 
Board, Congress made its first requisition on the States, 
calling for §^5, 000. 000. 

Up to this time there had been a constant effort to esti- 
mate probable expenses, and to regulate the issues of paper 
according to the probable needs. This is as far, however, 
as unity in budgetary procedure had been developed. The 
ease with which revenues were secured by the emission of 
bills of credit had not been favorable to carefulness and ac- 
curacy in adjusting revenue to needs. But with the year 
1778 conditions are altered. The paper money begins to 
depreciate alarmingly; greater efforts are made to increase 
the receipts from loans ; and taxes come into a position of 
fnreater importance. These facts lead to improvements in 
budgetary methods. 

(B) The Develojyment of Unity in Budgetary Prtx^edtire, 

Daring 1778 the Treasury Board, acting as a committee 
on ways and means, continued to submit its reports; and 
fhey were the occasion for the emission of the x>^P6i^ 
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moiioy issued during the year. The first half of the year 
saw no change in budgetary methods. But, as the depreci- 
ation of the bills of credit increased, and the financial situ- 
ation bocame more difficult, it was evident that, in the 
futur(», the dependence of Congress must be upon taxation. 
To this fact we can safely attribute a change in i)rocedure 
which now occurred. 

In Au<^ust, Congress set apart three days each week for 
the special consideration of the finances.' In the same 
month,' also, the Standing Committee on Finance was ap- 
l>oint(Hl, " to consider the state of the money and finances 
of th<» United States, and report thereon from time to 
time. " Robert Morris was chairman of this committee, 
which, in November,'* submitted a " plan of finance " for 
the vnsffhu/ year. From the action taken by Congress we 
can infer that this plan was intended to provide, first, for 
the security and ultimate redemption of the bills of credit; 
and, second, for the expenses of the ensuing year. A dili- 
gent search among the manuscripts in the library of the 
State Department has brought to light only that part of 
the plan which relates to the bills of credit. This contem- 
plated the withdrawal of ^46,000,000 of the notes from cir- 
culation, and the gradual redemption of the others. 

Congress considered this plan in committee of the 
whole for many days, and finally* called on the States for 
S15,0t>«',O'>0 for the expenses of the ensuing year, and for 
^O.OO" ),<>!)) annually for eighteen years, as a fund for sink- 
ing the loans and issues of the United States. Undoubtedly 
we may regard this action as a budgetary forecast and pre- 
vision for the whole of the public debt, and at least a large 
part of the expenses for 1779. It seems probable, also, 
that this act carried with it the authorization of many of 
the regular expenses for this year. In the Journal of 
Congress we find no appropriations for such purposes dnr- 
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ing 1779; while an act of September 15 makes it evident that 
expenditures are being made under the direction of the 
heads of deparcments, in accordance with the authorized 
appropriations. 

Unfortunately, the States complied but poorly with the 
call of Congress for taxes. More than this, the depreci- 
ation of the paper money stoadil^r increased, and rendered 
these last measures of Congress quite ineffectual. The Treas- 
ury Board brought in.frequent reports, in accordance with 
which ?140,000,000 in bills of credit w^as issued during the 
year. By May' the i:)aper had so far depreciated that Con- 
gress added §45,000,000 to the quotas of taxes required for 
that year. Shortly after, on the occasion of a similar re- 
port, it was decided to open another domestic loan of 
^20,000,000. By the close of the year, the issues of paper 
had been exhausted; and Congress was thenceforth obliged 
to look to taxes and to loans for the revenue necessary to 
conduct the government. Thus the "plan of finance" 
proved a complete failure, owing in large part to the refusal 
of the States to respond to the demands of Congress. All 
this, however, does not j^revent the acts of December, 1778, 
from constituting a definite advance in the formal order- 
ing of the national finances. 

Up to this point we have not considered the foreign 
loans secured by the United States. These did not yield 
large sums until 1780; and were, at the start, devoted to 
fhe payment of interest on the domestic debt. They were 
not included in the annual estimates until a later period. 
Even then, there was a separation of the expenditures at 
fhe treasury and those made in Europe. 

We now come to the provisions for the service of 1780. 
On October 6, 1779, Congress made a requisition on the 
States for $15,000,000 monthly for eight months. In this 
it is noticeable how greatly the amount of the requisition 
has been increased by the depreciation of the bills of 
credit. But Congress did not dare to depend on the State 
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to provide sufficient taxes iu money, and was fearful for 
the future of the paper curreucy. Accordingly, specific 
supplies were called for. On December 2, the Board of War 
was directed to report an estimate of the provisions re- 
quired to supply the army for one year, and the Marine 
Committee was instructed to report an estimate of the pro- 
visions necessary for the navy. Then a committee was 
appointed to devise means of procuring such supplies, 
and it was decided to resort to specific requisitions on the 
States for this purpose.* Early in 1780^ a general requisi- 
tion was made for the supplies necessary for that year. 
Thus, despite the inattention of the States to its call for 
taxes, Congress continued to make provisions for the needs 
of the ensuing year. 

In March ' Congress passed the "Forty for One Act," and 
practically repudiated the bills of credit. After this the 
specie basis was restored, and the States were called upon 
for §3,000,000 in specie for the immediate expenses of gov- 
ernment.* In the last of the year provision was made 
for the service of 1781, and a requisition for ^,000,000 was 
voted.' This was payable partly in specie and partly in 
specific supplies. Unfortunately the Journal for this year 
is so incomplete that it is impossible to ascertain from 
what sources Congress obtained the estimates upon which 
this requisition was based. 

At the opening of 1781 the condition of the finances was 
so critical as to call for immediate attention. Congress sent 
to the States a most earnest appeal, asking that $379,000 
be immediately forwarded for the pay of the army; and 
that, in the future, requisitions be promptly complied with . 
Early in February ' Congress asked for authority to lay a 

1 Dec. 11, 14. 
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five per cent duty on imports, the proceeds of which 
should be devoted to discharging the principal and interest 
of the public debt. During this same month Robert Mor- 
ris was appointed Superintendent of Finance, and thus a 
more efficient administration was secured. A protracted 
consideration was then given to the subject of finance. On 
March 16 a requisition was ordered for J6, 000, 000, payable 
in quarterly installments, commencing with the first of the 
following June . 

A committee was then appointed "to estimate and state 
the amount of debts due from the United States, with the 
necessary estimates for the current year, ... in 
order that the same may be laid before their respective 
legislatures. " Fortunately, this report is contained in the 
Journal;* and it deserves attention as the first complete 
financial statement that has been j^reserved. The report 
contains, first, a statement of the public debt reduced to a 
specie basis; second, the estimated expenses of the current 
year; and, third, the total revenues at the command of 
Congress for the whole of 1781. The necessary expenses 
were estimated at ¥19,407,000; while the total resources, 
supposing that the States should pay in full the existing 
requisitions, were only $17,668,000. In an earlier chapter 
it has been shown how far these estimates of expenditures 
exceeded the actual amount which the government was 
able to expend.'' 

In fhe fall the Board of War was called upon for esti- 
mates of the expenses of the military establishment for 
the ensaing year. The report submitted by the Board was 
leferred to a committee of three members, which added the 
estimates for the civil list. On October 30 and November 2 
Congress voted a requisition of 98,000,000 "for the war 
department and civU list the ensuing year." Strangely 
enough, it appears that the Superintendent of Finance saw 

I IppumllT, April 181 1781. 
■•wpblTB. 
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nothing of the estimates on which this action was founded,' 
although in former years the heads of the treasury- 
department had been consulted in such matters. On No- 
vember 17 Morris forwarded to the governors of the States 
this act for raising the supplies for 17:^2.- 

It will now be necessary to refer to the development of a 
system ol appropriations. The earliest methods of applying 
public moneys have been already explained.' As time went 
on, and more complete estimates were formed for the serv- 
ice of the ensuing year, the expenditures thus authorized 
were made under the direction of the executive depart- 
ments.* Congress continued to pass laws that authorized 
new and unforeseen exi>endilures; but, by makixig general 
provision for necessary expenses, it relieved itself of the 
necessity of constantly appropriating pett^- sums, and such 
action became less frequent. But in appropriation bills 
there was little efifort to specify the objects and amounts 
of expenditure, except in the most general way; and the 
greatest latitude was consequently left to the executive 
officers. So far as can be ascertained, it seems probable that 
Robert Morris was the only head of the treasury depart- 
ment that did not divert large sums from the original ob- 
jects of appropriation, and apply them to other purposes. 

As fast as the work of the government developed, cur- 
rent expenses were fixed by law. By repeated acts the 
establishment and pay of the army and navy were regu- 
lated.' As the executive departments were established, 
the number and the salaries of the officials were deter- 
mined; and the expenses of the "civil list" • thus regu- 

I sparks, I.»lj.lunuitic (.unc^iK'nih'Dt'e, XH. 8-I». 
« Ibtderu. 10. 

* See p. 234 et scq. 
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lated. In 1780* the salaries of the entire establishment 
were readjusted; and, two years later, the expenses of 
foreign envoys and ofBcials were brought under stricter 
control. - 

In 1777 ^ it had been resolved to pay the interest on the 
domestic loans with the money secured in Europe. In ac- 
cordance with this plan Congress was obliged each year to 
make an appropriation for this purpose.* This continued 
to be done until March, 1782, when such payments could 
no longer be made. Private claims, during ill this period, 
were first examined by the treasury department; and then 
referred to Congress, by which body payment was ordered, 
in case the clnims received favorable action. 

Thus bv 17H2 some degree of order had been established 
in the authorization of expenditures and the application of 
public money. The expenses of the army, navy, and civil 
list were provided for by a reasonable number of appro- 
priations, most of which were included in the annual ap- 
propriation bill. The payment of interest on the i)ublic 
debt was authorized at more or less regular intervals, and 
private claims were passed upon by Congress as fast as 
they arose. 

The budgetary legislation of 1782 now claims attention. 
In this it is possible to trace the skillful hand of Robert 
Morris. In January ^ Congress called upon the Secretary of 
Foreign Affairs for estimates of the expenses of foreign 
ministers, with a view to exercising more control over 
these expenditures, which had been in the past loosely 
managed. In July Morris urged upon Congress the neces- 
sity of providing "solid funds for the national debt," and 
sdvocated for this purpose direct and indirect ijixes, to be 
raised by the general government." This was in line with 

1 AagiMt 11. Sept. 18, Sept. 25. 
* Jonraal of C ong rea ^ Jan. S, June 5, 178.\ 
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*K f. Jonnal of Oonxrew, August 3, I7f>0. 
•JhauMj % 1781 
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the determined effort then being made to secure for Con- 
gress the right to establish revenues of its own. It has al- 
ready been seen that these efforts failed. Up to this year 
Congress had tried to pay the interest on the loan of&ce 
debt out of the proceeds of the foreign loans; and had, 
from time to time, provided that bills of exchange should be 
drawn for this purpose. Now, however, this could no longer 
be done; and in September * it was resolved to levy a re- 
quisition for §1,200,000, in order to pay the interest on the 
whole of the domestic debt, so far as it had been liqui- 
dated. This subject was previously considered by a grand 
committee, consisting of one member from each State. It 
is interesting to notice that on this occasion no less than 
eight States attempted to reduce the amounts required of 
them, and to throw the burdens onto other States. 

One month later ^ the grand committee reported the es- 
timates for 1783. These were prepared by Morris, and we 
have preserved to us the letter ' in which he transmitted 
them to the President of Congress. It was part of the plan 
of Morris to secure a foreign loan for a portion of the serv- 
ice of the next year ; and Congress hskd previously author- 
ized the negotiation of a loan for ?5,600,000.* The appro- 
priations were finally fixed as follows: * 

For the army $5,266,509 

For the marine 800,000 

For the civil list 181,214 

For contingencies 252,277 

$6,000,000 
Requisition had already been made for the $1,200,000 nee* 
essary for interest on the domestic debt, and it remained 
to provide for this six millions of current expenses. It was 
finally resolved * that the States should be called upon for 
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$2,000,000, and that further requisitions should be suspended 
until the result of the attempt to secure a foreign loan 
should be known. 

Thus the years 1781 and 1782 witnessed the establish- 
ment of a large measure of unity in the budgetary pro- 
cedure of Congress. All the ordinary expenses of the 
government, including the greater part of the war expen- 
ditures, were provided for in a single enactment, which 
also fixed the amount of the requisition for the ensuing 
year. In 1782 separate provision was made for the domes- 
tic interest, but this did not impair seriously budgetary 
unity. The first steps in the establishment of this system 
were taken at least as early as 1778 in the "plan of finance'* 
adopted for the service of 1779. During 1779 and 1780 Con- 
gress still attempted to appropriate in a single enactment 
for the expenses of the following year, and to provide the 
supplies necessary for this purpose. In this way a unified 
budget system was finally established . 

At first thought one might be inclined to attribute the 
development of such a budget to the influence of English 
precedent. But the previously described investigations into 
the financial methods of the colonial period have shown that 
in one or two colonies budgetary unity was developed 
before 1775. If, then, we are to look upon the action of 
Congress as an imitation of methods elsewhere existing, 
it becomes necessary to admit that earlier colonial exper- 
ience would naturally exercise a stronger influence than 
even contemporary English procedure. But such an expla- 
nation is insufficient since other elemeots must be taken 
into consideration. To these some reference has already 
been made. 

It is evident that the introduction of really unified budget 
management dates to the "plan of finance" adopted in 1778. 
Now, it was in that year that the depreciation of the paper 
mcmsy, and the threatened exhaustion of this source of 
"evanue, brought taxation into a more important position 
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than it had previously occupied among the possible sources 
of income. From this time on Congress began to make earn- 
est efforts to secure by the system of requisitions a consider- 
eable iX)rtion of the funds necessary to carry on the war 
This fact necessitated a change in budgetary methods. 

The ease with which money had been obtained previously 
by the issue of bills of credit had rendered unnecessary 
an exact adjustment of revenue and supply, although some 
efforts had been made in that direction, as we have seen. 
But the development of the requisition system made such 
an adjustment an absolute necessity. The States had by this 
time begun to insist on their own claims of sovereignty; and, 
the first patriotic fervor abating, there had ap])eared those 
jealousies and selfish bickerings that characterized the en- 
tire history of the Confederation. No State, therefore, 
was willing to raise in taxes for national purposes a cent 
more than the amount which it believed to be its fair 
quota under the requisition system; and it was certain that 
all would insist that Congress should so adjust revenue to 
supply as to make it clear that all taxes demanded were 
reasonable and necessary. It is a matter of history that, 
as long as the system of requisitions was continued, the 
States were constantly complaining that the taxes required 
were excessive in amount and unfairly apportioned. In the 
case of the requisition made on September 10, 1782, we find 
eight States seeking to shift to the shoulders of others ft 
portion of the quotas assessed upon themselves. 

All this is, as we have seen ,* a characteristic feature of 
the financial history of all confederations. In such unions 
there is always "a jealous reckoning of advantages and 
sacrifices" among the various members; and it is, theze- 
fore, necessary to secure an exact adjustment of income 
and expenditure, and an accurate apportionment of 
financial burdens among the different units. This is 
exactly what took place in the Continental Cotigress; and 

1 See p. ItO. 
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we find such a budgetary procedure adopted only when it 
became clear that, in, the future, greater dependence must 
be placed upon the i*equisitions on the States. To this fact 
we must ascribe the chief influence in the development 
of budgetary unity. 

Of course, this conclusion does not exclude the possi- 
bility of outside influence. But this, if it operated at all, was 
unable to produce unified budgetary methods until the 
adoption of the requisition system made such action neces- 
sary. English and colonial experience may have served to 
facilitate the growth of the system that was finally developed ; 
but the existence of such possible influences is not, in itself, 
a suflScient explanation of the course of budgetary develop- 
ment. The very conditions under which Congress existed 
made budgetary unity of some sort an absolute necessity; 
and thus the adoption of the requisition system appears to 
have been the fundamental cause of the development of 
the budget in the form in which we find it in 1782. A final 
fact will strengthen this conclusion. Most of the European 
expenses of the United States were defrayed out of the 
proceeds of foreign loans, and the greater part of the 
money so expended did not pass through the treasury. 
Now these expenditures were not all included in the bud- 
get. Millions of dollars were spent in this way, and never 
accounted for. Evidently, Congress cared very little 
about securing budgetary unity in any case where there 
was no need of immediately levying requisitions to meet 
the public needs. 

(O The Budgetary Methods of the Later Yeai^s of the Confed- 
eration, 

In 1782 budgetary methods seem to have crystallized in- 
to a form which was thereafter maintained. In one 
point, however, we shall have to notice a retrogression 
which is extremely significant, as indicating a change that 
lad taken place in the character of Congress. 
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In 1783 the army was disbanded, and the expenses of 
government began to be reduced by Morris to the lowest 
possible figure. But the responses of the States to the 
requisitions of 1781 and 1782 were very tardy and inade- 
quate; and, even from the beginning of the year, the 
financial situation was extremely critical. Congress sought 
to provide for the funding of the public debt, but was 
finally* obliged to resolve that for the present all effort 
ought to be confined to providing for the interest. Then 
Morris was called upon for an estimate of the principal of 
the debt up to January, 1783.^ Shortly after a committee 
was appointed " to consider ways and means of supporting 
public credit." On March 18 this committee brought in a 
report which was discussed for several days. Finally' it 
was resolved to ask again from the States authority to levy 
duties on imiK)rts; to urge that by other taxes the States 
should provide substantial revenues of '?1, 500,000 annually; 
and to request that all States that had not alreaciy ceded to 
Congress their claims to western lands, should at once do 
so, as a means of establishing harmony and hastening the 
extinguishment of the debt.* This resolution was to be 
accompanied by an address prepared by Hamilton, Madi- 
son, and Ellsworth/ in which the necessity for such action 
was set forth; and also by Morris's statement of the public 
debt." 

During the remainder of the year. Congress waited for a 
reply to its recommendations, and made no provision for 
the service of 1784. All the efforts of Morris, Hamilton,^ 
and others were exerted to secure from the States the 
power to levy the impost; but the request was again re- 
fused, and the financial situation remained unaltered. 

1 Jan. 30, 1T83. 

2 Feb. 
•April 18. 

* Of. Resolutions of Sept. 6, Oct. 10. 1780. 

•April 34, 29. 

« Journaljof CoufcresB, April 29. 
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Thus at the beginning of 1784 no provision had been made 
for the service of that year, but it was not until April that 
Congress made up the budget. It was desired to provide 
if possible for the interest on the debt as well as for the 
running expenses of government. Continuing the cus- 
tom of 1782, the estimates were prepared by a grand com- 
mittee of which Mr. Jefferson was chairman. We ix)ssess 
a letter* written by Morris to Jefferson, transmitting esti- 
mates for the civil list, which he placed at §184,300. The 
budget^ presented by the grand committee contained the 
following estimates and recommendations. 

I. Necessary expenditures: 

The ciTil department jfl07,5'i5 

The military department :l>00.0(K) 

The marine department 30,00ii 

Indian departmouC GO. 000 

OoDtinsencies 60.0»W $4o7.5« 33 

Deficit OB service of l7&2 and 17S3 1,000,000 

Interest on foreiicu debt S4te,G48 

Interest on domestic debt, with arrears 3.5.*«).0:J0 4.ae-J,6T8 



Total expenditures S5.+5^.*J03 83 

II. Resources of the government: 

Balance due the firovemment on requisition of OctolHir, 17:sl $5,513,488 28 

Bilanoe due on requisition of Octo»)er, \7*<i 2,000,000 00 

m. Revenue measures recommended : 

Since these balances remained due on the former requi- 
sitions, it was recommended that the expenses of 1784 be 
met by calling on the States for a part of the taxes already 
due. The committee proposed that ^,577,591 should be 
ealled for immediately. This would leave nearly §900,000 
of the estimated expenses unprovided for; and it was sug- 
gested that this deficiency might be met by calling on 
those States that were better able to pay more than their 
quotas assigned under the requisition, assuring them 
that any such surplus payments would be placed to their 
credit with interest. Since, moreover, a part of the 
money required was to be used for payment of domestic 

I l^Bta, Diplomatic Correspondence, XII. 468-173. 
* JooiBAlof Oongms, April 5, 1781. 
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interest, it was recommended that one-fourth of the requi- 
sition should be made payable in indents, or the certificates 
issued by the loan ofl&cers for the interest on the domestic 
debt. Manifestly, this expedient would bring into the 
treasury no additional money income; but it would lessen 
the arrearages of interest, and would make it easier for the 
States to comply with the requisition. 

Singularly enough, these estimates make no mention of 
foreign loans as possible resources for the year; although 
at about this time John Adams was endeavoring to secure 
a loan in Holland.* In the committee's report there is an 
admission that the requisitions of former years had been 
excessive in amount, and beyond the ability of the States. 
The committee, then, was wise in limiting the requi- 
sition to the financial ability of the States; but the recom- 
mendation that the deficiency still unj^rovided for should 
be made up by voluntary advances from the richer States, 
was, in the light of past experience, extremely weak and 
inadequate. 

Although the fourth month of the year was passing, Con- 
gress delayed the consideration of these estimates for 
some time. A motion was made to refer the estimates to 
the Sui)erintendent of Finance for his consideration,' but 
this was lost. We have, however, two letters * that Morris 
wrote to the President of Congress and one of the other 
members on this subject, in the previous month, 
while the grand committee was preparing the estimates. 
Finally, on April 27 and 28, definite action was taken, and 
the expenditures were placed at the following figures: 

For ordinary service of government.. S457,525 83* 

For interest on foreign debt 384,254 00 

For interest on domestic debt 1.970,760 00» 

For arrears on service of 1782, 1783.. 1,000,000 00 



83,812,589 88 



1 Bayley, History of the National Loans, 311. 312. 
« April 5. 

* Sparks, Diplomatic Correspondence, XU. 4T8-494. 

* As estimated by the committee. 

* Thin omits proTision for interest for the current year. 
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The States were then required to pay during the year 
$2,670,987.89 on the balance due on former requisitions, 
one-fourth of this sum being made 2:)ayable in indents. 
For the deficiency of more than 81,100,000 no provision 
was made. 

In these tardy and inadequate budgetary measures we 
have a reflection of the changed position and character 
of Congress at this time.* The war actually over, need 
for the existence of a general government became less ap- 
parent; and the influence and authority of Congress natur- 
ally declined. Feeble as that body had been during its 
entire history, it now more nearly approached complete 
impotency. This popular indifference and even hostility 
gradually reacted upon the composition and character of 
Congress, and long delayed and inadequate budgetary 
legislation was the result. For this the unreasonable 
timidity and incorrigible selfishness of the States were re- 
sponsible. 

The financial measures of the next four years are con- 
cerned with the attempts of Congress to adjust the public 
accounts, provide for the redemption of the debt, and 
secure the revenues necessary to defray the ordinary ex- 
I>enses of government. The accounts awaiting settle- 
ment were enormous in number and confused beyond all 
conception. Morris had already taken in hand this task, 
and numerous acts were passed providing for the adjust- 
ment of these accounts.^ By 1788 some progress had been 
made in the work of liquidating the public debt. 

Congress attempted to provide not only for the interest, 
but also for the principal of the debt. The receipts 
from the sales of the lands ceded by the States were set 
aside as a fund for the ultimate redemi)tion of the princi- 
'psi. When it finally became evident that the right to levy 
federal imposts would not be granted to Congress, in 
accordance with its request of 1783, a final effort was made 

llCcaiJUter. L 180-189; Fiske, Critical Period, chap. ili. 
• See Bones. L 8S8-840. 
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to secure such a power.' This failing. Congress gave up 
all attempt to redeem the principal of the debt . In 1787 
installments of the foreign debt became due, ^ but these had 
to remain unpaid until after 1789; while the interest on the 
Spanish and French loans fell into arrears. Interest pay- 
ments were continued in the case of the Dutch debt by 
contracting further loans which were applied to that pur- 
pose. ' 

The financial weakness of the government appears all the 
more clearly when we come to the history of the budget 
during the last years of the Confederation. The weakness 
of the requisition system, although manifest from the very 
start, was admitted by Congress in a very practical way, 
when in 1784 it called for the balance already due from the 
States, instead of laying a new requisition. Some of the 
States had contributed much more than others ; • and, under 
such conditions, naturally objected to making further pay- 
ments.** There was constant difficulty in securing an ap- 
portionment of the quotas, and no final adjustment of this 
question was secured until after 1789. Meanwhile the 
sums paid on tne requisitions were considered as loans 
from the States. In earlier chapters these subjects have 
been discussed more at length, and it has been shown how 
partially the financial demands of Congress were complied 
with. 

In the manner of forming and voting the annual budgets 
we notice no important change from the procedure of the 
earlier period. In 1785 the estimates were prepared by a 
grand committee, but after that year this work was given 
over to the Board of Treasury, then at the head of the 
finance department. In 1787 and 1788 the reports of the 
Board were submitted to special committees before they 
were considered by Congress. The budgets were no longer 

» February, 17M. 

* Journal of Conf^ress, Feb. 19, 1786: State Papers, Finance. L98, 27. 
> Bay ley. National I^ans, 813 et seq. 

* See Journal of Congress, Feb. 8, 1730. 

* Journal of Con^n^ss, Sept. 8, 1785. 
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formed in advance of the years to which they were to ap- 
ply; and each year this work was longer delayed. In 1785 
the budget was not finally adopted until September 27; in 
1786 final action was delayed until August 2; in 1787 until 
October 11 ; and in 1788 until August 20. This fact of de- 
lay is significant of the difficulties under which Congress 
labored. 

In other particulars few changes occurred. Congress 
continued to pass upon private claims/ and to make a few 
special appropriations outside of the annual budget.* Even 
in the annual acts, appropriations were authorized in the 
most loose and general form; and the same latitude was 
given to executive officials that existed in earlier 
days. Only a portion of the European expenses was in- 
cluded in the budgets. The payments of interest on the 
Dutch debt were made out of funds raised in Europe by 
loans, and only a small part of the salaries of foreign 
officials was paid out of the treasury.^ In this respect 
budgetary unity was seriously impaired ; but, since these 
foreign expenses were not met by requisitions, there did 
not exist here the same demand for careful adjustment that 
we have found in the case of the money expended at home 
In the report of September 30, 1788, we have a statement 
of the foreign transactions of the government. 

1 JonniAl of CoDfrress, Maj* 6, 1784; Sept. HQ. 1785; July U, 17d(:. 
• Joanud of Congress, June 8, 1784; Oct. SO, 17s>G; Oct. 3« 1787. 
•8ee]ip.l84, lt& 
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CHAPTER IV. 

CONTROL OP THE FINANCES. 
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Our view of the finances of the United States at this 
period can be completed by a consideration of the attempts 
made by Congress to develop methods of financial controL 
Such a control is a necessary condition of any well ordered 
administration of a state's finances, and its exercise under 
the old Confederation lay almost wholly with the Conti- 
nental Congress. 

As we have seen, control of financial administration con- 
sists in imposing effective checks on the collection and ex- 
penditure of money and in a thorough investigation into the 
application of all public funds. The exercise of such a 
control may in part lie with the executive and judicial de- 
partments, as well as with the legislative.^ But it has 
been found that, if the legislature is to have the most ef- 
fective direction of financial matters, it must perform a 
large part of the work of controlling the administration. 
Otherwise, the best methods of budgetary procedure raa^ 

1 See Goodnow, IL 140-148. 
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fail to secure a strict application of public moneys in ac- 
cordance with the intention of the legislature.* 

Since the Continental Congress united in itself both 
legislative and executive authority, the problem of the 
control of the financial administration presented itself in a 
peculiar form. Congress had to deal, not with an execu- 
tive department co-ordinate with itself, but merely with its 
own servants employed in performing the routine work of 
the treasury, and with the committees selected from its 
own members for the purpose of superintending the 
financial transactions of the government. Thus it lay in 
the power of Congress to make its control over the admin- 
istration as absolute as possible, but an ignorance of the 
proper methods to be employed prevented the accomplish- 
ment of this end. 

This result is in no way surprising. The lack of i^revi- 
ous exj)erience would not justify the exj^ectation that Con- 
gress would devise means of securing an economical ap- 
plication of the large sums devoted to war expenditure, a 
task which is, under the best circumstances, attended with 
extreme difficulty. At this time, moreover, methods of con- 
trol were very imperfectly developed in older countries. 
Even in England, where legislative direction of taxation 
and appropriations had been most firmly established, Par- 
liament had devised only a very imperfect system of con- 
trolling the issues of public money from the Exchequer. - 

From the very incomplete material which is available 
the following steps can be traced in the development of 
metiiods of financial control. We will first consider the 
constitution of the department of finance. 

Since the business of the treasury was at first superin- 
tended by the Committee on the Treasury and the Treasury 
Board, both of which were composed of members of Con- 

1 On the Keneral subject of flnaiicfal contn)! see, Koscher, FiDanzwissenscbaft, sees iHh 
ISS; BttBtable, 668-^172; Waf^ner. FinanzwisseDchaft, I. •')<)1-4,M; Cobo. sec. 17^; Oo<xluuw, II. 
flS»-m5; Stein, I. 4J5-45d, II. 54-€9. 

•Bntable, Public Finance, 668-060: Parnell, Financial Reform, cbap. 11. 



250 BULLETIN OF THE UNIVERSITY OF WISCONSIN. 

gress, that body had constant communication "with the 
heads of the finance department; and no question of fur- 
ther control presented itself. In the Board of Treasury 
appointed in 1779, there were, besides two members of 
Congress, three commissioners who were not members of 
that body.* In 1781,* when a Superintendent was placed at 
the head of the department, the question of control became 
a real one ; but Congress did nothing more than to prescribe 
with considerable minuteness the duties and powers of 
this official. With the establishment of the new Board of 
Treasury in 1784,^ Congress provided that none of its mem- 
bers should engage in "any trade or commerce whatsoever," 
a provision that has been incorporated in our present 
laws regulating the Department of the Treasury. This is 
as far as Congress felt obliged to go in the direction of 
placing formal restrictions on the head of the finance depart- 
ment. We shall see, however, that there existed other 
methods of control. 

The subordinate officers of the treasury were required 
to take an oath to perform faithfully the duties attaching 
to their positions, and could be removed by Congress ; or, 
in some cases, could be suspended by the heads of the de- 
partment/ The "Continental Treasurers" appointed in 1775 ' 
were required to give bonds in the sum of one hundred 
thousand dollars for the faithful performance of their ofiBlce. 
But it does not appear that this was required of subsequent 
treasurers, or of other treasury officials. Until the time of 
Morris, the heads of the department did not have full con- 
trol over these subordinate officers. This division of 
authority between Congress and the five members of the 
Board of Treasury rendered it impossible to fix responsi- 
bility, and to sQcure an effective supervision over the 
operations of the treasury. 

1 Jourual of Couip'ess, July ^\ 177'J. 

' Journal of Congress, Fbb. 7, 1781. 

« May 27, 17S4. 

* See resolve of July 29, 1779. 

» July 29. 
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A second point of importance is the matter of public ac- 
counting and financial reports. We have already seen 
that, up to the time of Morris, the accounts of the treas- 
ury "were confused; and were never punctually settled. 
The facts that Hamilton was obliged to estimate in round 
numbers the exiDcnditures for 17vS0, and that many public 
oflRcials refused to furnish any accounts of money en- 
trusted to them, are significant of the confusion that must 
have existed. At the same time, there was, for many 
years, no regular system of finance reports. Congress 
from time to time called upon the treasury ofiicials for in- 
formation, and also had continually in its lu'esonce the 
members of the Treasury Board. But it was 1781' before 
an attempt was. made to secure regular statements of the 
receipts of the government. With i)Oor accounting and 
an absence of regular reports, it was, manifestly, impossi- 
ble for Congress to exercise an effective control. We must 
remember, however, that, at this time, the advantages of 
publicity in financial transactions had not been generally 
recognized in most Euroi:)ean countries;- and that the 
course of Congress in this matter is, therefore, less sur- 
prising. 

When Morris became Superintendent of Finance, he in- 
tended to publish quarterly reports of receijits and ex- 
penditures.^ His exjierience had already taught him the 
necessity of such publicity. But the desperate condition 
of the treasury at the end of certain quarters led him to 
postpone until 1785 the publication of his quarterly state- 
ments, which we have in the Report of 1785. He did, how- 
ever, secure a prompt settlement of public accounts; and 
furnished Congress and the States with frequent reports 
on financial matters. After his time publicity was to a 
large extent secured in all financial transactions. Yet, in 
the Federal Convention of 1787 there existed a feel- 

> JouniAl of Congress, Feb. 0, 17H1.. 

> See Boscber, Finanxwlsaenschaft, nee. 5; Bastable, tM-i, 643. 
* See Sumner, Financier, H. 125; Rotjert Morris, 11-1, 115. 
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ing that, while it is necessary to have regular reports 
of the public expenditures, still "many operations of fi- 
nance can not be properly published at certain times."* 
Even after 1789 the House of Representatives had to en- 
gage in a determined struggle with the Treasury Depart- 
ment before it established its right to have laid before it 
at all times full information concerning the condition of the 
finances.^ The public accounting was vastly improved by 
Morris; and, after his resignation, it was not allowed to 
fall into the confusion that had previously characterized it. 
In the Report of 1790 we have the accounts of the govern- 
ment from February 20, 1781, to September 12. 1789, when 
Hamilton assumed the management of the Treasury De- 
partment. 

A third matter of the greatest importance in any system 
of financial control is that of checks on collection and issue. 
The weakness of the methods adopted in collecting the 
revenues of the government has been discussed in another 
place.^ The loan ofl&ce receivers, who acted also as receiv- 
ers of taxes, were not under definite legal restrictions un- 
til 1785; while the system of Continental receivers of taxes 
was of short duration. An adequate system of checks over 
the issue of public moneys was not established in the treas- 
ury itself until 1778,* while large sums were placed in the 
hands of individuals and committees and expended by 
them. In many such cases, we have seen that no accountB 
were ever rendered of such expenditures. In this matter 
Morris instituted some of his most important reforms. 

But Congress had little control over the actual objects 
of expenditure, owing to the fact that it did not make ap- 
propriation bills sufficiently specific. In an earlier chapter 
we have had occasion to consider more at length the gen- 
eral character of the appropriations at this time. SuiBce 

1 See Madison Papers, 1580, 1581. 

s See Adams, Control of the Punse in the United Statei, 185-187. 

^ See pp. 191, 19-2. 

* See p. IM. 
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it to say, at this point, that, in spite of all systems of 
checks and balances between the different treasury officials 
who had charge of the issue of public money, there was a 
constant diversion and transfer of funds from the objects 
of expenditure contemplated in the original approj)riations. 
We have seen that Morris alone of the heads of the depart- 
ment felt the evils attending such proceedings.' In 1783'* 
a committee of Congress reported that large sums had been 
paid out of the treasury, " of which no appropriation is to 
be found on the i^ublic journals of Congress. Several of 
them remain to be accounted for." 

There was still a fourth method by which Congress at- 
tempted to strengthen its control over the finances. This 
was the commonly employed system of investigations by 
congressional committees. This had l^een a favorite ex- 
pedient with Congress from the earliest years of the war, 
and the method came to be generally applied to all the ex- 
ecutive departments. In an earlier chapter"* we have con- 
sidered the Standing Committee of Finance, which was ap- 
pointed in 1778, "to consider the state of the money and 
finances of the United States, and report thereon from time 
to time." This committee presented frequent reports, and 
through it Congress gained a direct oversight of the opera- 
tions of the treasury. In 1780 and 1781 there were insti- 
tuted those sweeping investigations of the finance depart- 
ment, to which we have already referred.' Thus was in- 
augurated another method of obtaining a more vigorous 
supervision of the finances. 

It remains to speak of the methods of auditing the pub- 
lic accounts. Manifestly, without an effective system of 
audit, all other attempts to control financial administration 
must prove futile. A stej) was made in this direction when 
Congress instructed the first Committee on the Treasury 

i8eep.S01~ 

* Journal of Congress, Sept. 30. 

> See p. 188. 

« Bee p. 196l 
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to examine the accounts of the treasurers, to employ per- 
sons to keep the public accounts, and to report the state 
of such accounts to Congress from time to time.* At 
nearly the same ^ date it was required that all committees 
and individuals who had had public money placed in their 
hands should "lay before Congress an account of the ex- 
penditure of the same." As we have already seen, such 
accounts were in many cases never rendered. 

When the treasury establishment was remodeled in 
1778* a more elaborate system of audit was introduced; 
and in the re-organization during the following year * the 
methods were improved and simplified. In 1781 ^ further 
changes were made, and the procedure within the treasury 
department was given the form which it retained until the 
end of the Confederation. 

In the earlier years of its history Congress seems to 
have taken no regular part in the work of auditing the 
accounts of the treasury officials. We have seen, however, 
that through investigating committees some oversight of the 
affairs of the department was secured. This was increased 
when committees were regularly apix)inted to prepare esti- 
mates of the annual expenditures, a subject which we 
have considered in the last chapter. But it is evident 
that Congress did not appreciate the importance of a separ- 
ate examination of the accounts of public officials by legis- 
lative committees. This was done where dishonesty was 
suspected, as in the case of Deane. But Franklin was un- 
able to secure a settlement of his affairs,* and Morris did 
not secure a final settlement of his accounts as Financier 
until after 1789.' Congress, did, it is true, investigate the 
administration of Morris in 1783." But Morris's report of 

1 February 17, 1776, 
' January 5, 1776. 
> September 35. 

* July 80. 

* September 11. 

• See p. 197. 

"* See Sumner, Financier, II. 30S-2I1. 

• June 17, 1783. 
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the receipts and expenditures was not submitted until 1786,^ 
and the commissioners appointed to examine it seem to 
have rendered no report. In 1788,' a congressional com- 
mittee brought in a report of the receipts and expendi- 
tures from 178'i to 1788. This seems to have been the 
first step toward any system of congressional audit. Such 
methods, indeed, were not in use in England until after 
1832; and it was twenty years after the adoption of the 
present Constitution that the Committee on Public Ex- 
penditure was appointed in our own House of Representa- 
tives. "* Thus the lack of an adequate system of audit in- 
tensified all the other weaknesses in the control of the 
finances. 

I Report of 1785. 

* SeptemtMfr ao. 

* See Bastable. Public Finance, G70-G71. 
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CONCLUSION. 

The results of the financial development of the United • 
States during the period covered by this essay are of the 
greatest importance for the later history of our national 
finances. We have been treating of a time of transition, 
during which thirteen comparatively isolated colonies en- 
tered into an intermediate stage of loose political connec- 
tion, and finally completed an enduring federal lyiion. In 
the national finances we find a series of tentative experi- 
ments that demonstrated the necessity of a substantial 
system of federal finance, and paved the way for its estab- 
lishment. During these years the United States is found 
repeating the experience of similar confederations, and 
furnishing an interesting illustration of the financial weak- 
ness of such associations of states. 

But the old Confederation served as something more 
than a horrible example for the profit of its successor. To 
the new government the old Congress bequeathed a very 
substantial part of its financial methods, so that the year 
1789 marks no sharp break from the procedure of the 
earlier formative period. A brief summary will show the 
importance of the positive contributions derived from the 
time of the Confederation. It will also appear that these 
years are characterized by a gradual transition and contin- 
uous development from the primitive methods of colonial 
days to the completed system of federal finance. 

The Continental bills of credit did something more than 
serve as an example of the evils of an irredeemable paper 
currency. The colonies in 1775 were unused to heavy and 
continued taxation, and unwilling that any central author- 
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ity should attempt to tax them. The bills of credit, to- 
gether with the foreign loans, bridged over the years that 
had to intervene before the political unripeness of colonial 
times could be replaced by a wiUingness to incur sacrifices 
for the general good. The weakness and disorders of the 
Confederation finally showed the necessity of taxation 
directly by the general government, and led the Federal 
Convention to confer this power upon the Congress of the 
new Constitution. But this is not all. The subsequent 
forms of federal taxation were greatly influenced by the 
experience of these earlier years. The difficulty which the 
Continental Congress encountered in apportioning quotas 
of taxes directlv among the States, led to a feeling that 
indirect taxes were the form best suited to the use of the 
general government. These taxes rendered an apportion- 
ment unnecessary, while, at the same time, it was thought 
that they were less felt and less odious than any others. 
Furthermore, customs duties were preferred to excise, as 
less inquisitorial and "most compatible with the genius and 
and policy of free states."' 

Besides the paper money, the earliest years of the Revo- 
lution saw still another development of public credit. 
Domestic and foreign loans, of a size unprecedented in 
previous colonial history, heljied to meet the extraordinary 
war expenditures; and to fill the gaps caused by an un- 
willingness to submit to the needed taxation. The prac- 
tical repudiation of the paper money, and constant arrear- 
ages in the payment of interest and principal of the public 
loans served to impair the nation's credit. This was due, 
however, to the weakness and not to any intentional dis- 
honesty of the government. The Confederation was unable 
to provide for the extinguishment of the mass of war in- 
debtedness, and turned this burdeD over to the new gov- 
ernment. But long before 1789 Congress sought to es- 



IBeeaddrew to the States in Joiirual of Congress, A.pril 'U, 1783. Also see the discus- 
'OD* of taxBtton in The Federalist. 
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tablish funds that should be jjermanently applied to sink- 
ing the public debt. Thus only the details, not the princi- 
ples, of the funding act of 1790 contained anything new to 
our financial procedure. Moreover, the pledging of rev- 
^enues for the payment of public debts antedates the Confed- 
eration, and cdn be found in the financial history of the 
colonies.* 

Turning to the administration of the finances we have 
found that jealousy of executive authority, especially in 
this field, long delayed the establishment of an effective 
department of finance. Prom this source arose disorders 
that nearly proved fatal to the success of the Revolution, 
and that finally demonstrated the necessity of unified man- 
agement in this department. Congress at last gave the 
treasury a single head, and thus developed the principle 
that was incorporated into the law of 1789 that established 
our present Treasury Department. Furthermore, many of 
the details of that act merely continued the procedure of 
earlier years; while it was, as a whole, based upon the ex- 
perience of the times of the Confederation. 

In budgetary methods Congress seems to have followed 
the loosest form of procedure until the development of 
the requisition system necessitated a more exact adjust- 
ment of revenue to supply. Up to this time little seems to 
have been gained from the previous experience of England 
or of the colonies. Budgetary unity was finally established, 
but rather as a result of the jealousy of the States than 
through an appreciation of the inherent advantages of for- 
mal unity. That this was the case will appear from the 
readiness with which the revenue and expense sides of the 
budget were separated when indirect taxation was inaugu- 
rated by the First Congress in 1789. 

Financial control was, during the entire period, of the 
most rudimentary character; and this, too, in spite of the 
fact that Congress united in itself both legislative and 

1 See p. 216. 
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ecutive authority. Bat of all forms of modern financial pro- 
cedure, effective methods of legislative control have been 
the latest to develop. They did not exist in England dur- 
ing the time of our Revolution, and in this country their 
development has largely been the work of the present 
century. 



'*:• 
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